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Abstract of thesis entitled: 
Port Co-opetition between Hong Kong and Shenzhen 
Submitted by WONG, Pang Hing 
for the degree of Master of Philosophy in Geography and Resource Management 
at The Chinese University of Hong Kong in July 2010 
There is a close economic relationship between PRD (Pearl River Delta) and Hong 
Kong formed under globalization. Hong Kong is a leading logistics, trading and 
financial centre while PRD is known as the world factory. Both the ports in Hong 
Kong and Shenzhen serve the global logistics of the region with large scale import 
and export. Yet, the intensifying globalization linkages among cities are changing the 
relationship between Hong Kong and Shenzhen, as well as the port industry of the 
two cities. For understanding the above inter-city cooperation, this thesis uses port 
industry as a case study to investigate the possibilies of cooperation between Hong 
Kong and Shenzhen. The research objectives of this thesis are to identify the 
strengths, weaknesses, opportunities and threats on Hong Kong port industry through 
using SWOT analysis theory and statistical analysis combined with 24 interviews. 
We found that the Hong Kong port and Shenzhen ports are sharing the same 
hinterland. Economically, competition between the ports in these two areas cannot be 
avoided. At present, this kind of competition is a partial and benign one. It needs a 
better cooperation between different stakeholders to gain a win-win situation. 
Cooperation between cities is so far similar to port cooperation which involves 
different stakeholders and it is difficult to compromise all their expectations and 
form a common goal. There are possibilities for developing cooperation strategy and 
the essential elements on further cooperation between two cities. 
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In 2003, the Government of the Hong Kong Special Administrative Region (HKSAR) 
adopted a new strategy to strengthen the cooperation and development of the Pearl 
River Delta (PRD) as a way for seeking sustainable and mutually beneficial 
development in the Great Pearl River Delta (GPRD). There is a close economic 
relationship between the PRD and Hong Kong under globalization. Hong Kong is a 
leading financial and trading centre while the PRD is known as the world factory. 
One of the ramifications of such closely connected economy is the port industry. 
Both ports in Hong Kong and Shenzhen serve as the global logistics hub of the 
region with large scale import and export. Yet, the intensifying linkage among cities 
is changing the relationship between ports in Hong Kong and Shenzhen. Economic 
integration between Hong Kong and its hinterland calls for closer cooperation on 
cross-boundary infrastructure development and also rethinking of the spatial 
development strategy at the regional level. We can further understand the inter-city 
relations in the case of port development and foresee the need of future. 
1.2 Research Justincation 
A close economic relationship exists between PRD and Hong Kong through 
investment and trade. Economic and trade cooperation between Hong Kong, Macao 
and the nine cities in the PRD are also brisk. River transport and international 
shipping is the main transportation modes of the goods. The port industry is a pillar 
of regional economy. Among all the ports, status, development and relationship 
between Hong Kong port and Shenzhen port were widely discussed. 
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Wang (1998) stated the probability for Hong Kong container port and Yantian port to 
cooperate and integrate further, in light of Hong Kong port operators' partial control 
over Yantian and Shekou ports. On the other hand, Yap and Lam (2006) indicated 
that inter-port competition in the region would intensify in the future as the gravity of 
cargo volume would shift to Mainland China. However, Wang and Slack (2000) 
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stated that it was still too early to provide any concrete evidence for future mode of 
development. They concluded that port competition between these ports, in fact, was 
an extension of terminal competition between major operators within Hong Kong. 
They thus focused on the concept of 'co-opetition' to show that those engaged in the 
same or similar market should collaborate to compete as a win-win strategy, rather 
than a win-lose one. 
The arguments proposed by the above scholars arouse our concern about the trend of 
port development in the GPRD and its potential impact on Hong Kong. From a 
regional perspective, these scholars seem to hold a board view on the regional 
development in the GPRD region. In fact, development of a specific sector such as 
port is also noteworthy. Moreover, the academia put a great deal of emphasis on the 
external environment of the ports, e.g. world economic development. To analyze the 
port development more comprehensively, both external and internal environment 
such as development strategies of governments and terminal operators should be 
considered. Since this study is intended to fill the research gap on the port 
development in the GPRD, it is meaningful to examine the current relationship 
between the Hong Kong port and Shenzhen ports as well as the future strategies on 
regional development. 
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1.3 Research Objectives 
For a long time, Hong Kong was the logistics centre in China. Since the adoption of 
the open door policy in 1979, Shenzhen has been developed and the role of Hong 
Kong in the industry seems declining. What was the position of Hong Kong port 
when facing the development of Shenzhen ports? Does the status of Hong Kong port 
really being threatened by that of Shenzhen? Embedded in two different economic 
and political backgrounds, the role of the two governments in port development is 
quite different. Therefore, this study attempts to investigate the interaction of the two 
governments and changes in the process and then interprets the need of cooperation. 
Is there any cooperation between the cities? If not, what are the obstacles? This 
interesting issue will be investigated. 
In order to understand the inter-city cooperation, this thesis uses Hong Kong and 
Shenzhen port industry as a case study to investigate the difficulty and feasibility of 
cooperation between Hong Kong port and Shenzhen ports and the way to achieve 
cooperation. The research objectives of this thesis are to identify the strengths, 
weaknesses, opportunities and threats on Hong Kong port industry as well as the 
possibilities for developing cooperation strategy. In particular, this study intends to 
call attention to the dilemma on the current cooperation mechanism between two 
ports, and thus deducing the essential elements to achieve a smooth and thorough 
cooperation between Hong Kong port and Shenzhen ports. 
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1.4 Research Significance 
This research aims at understanding inter-city relations in the case of port industry. In 
view of academic interest, this thesis provides an in-depth analysis of both the 
external and internal environment of Hong Kong port industry. Attempts would be 
made to identify the possible strategies to tackle the problematic issues faced during 
cooperation. On the other hand, Hong Kong port is one of the international ports 
where port facilities are financed, owned and operated by the private sector. The role 
of government is to undertake long-term strategic planning for port facilities and 
provide necessary supporting infrastructure. This thesis enlightens the government 
and related organizations about some essential elements of comprehensive port 
cooperation so that actions, strategies or polices which try to build on strengths, 
overcome weaknesses, explore opportunities and blunt threats can be formulated to 
tackle the identified problems. Lastly, for terminal operators, this thesis hopefully 
sheds some lights on how to formulate business strategies so as to better utilize their 
resources and avoid unnecessary investment. 
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1.5 Outline of Thesis 
Regional cooperation is the key foundation for studying port development in the 
GPRD. First, Chapter Two details the academic discussion on the subject which 
helps me to develop my research question — what are the potentials and constraints 
on cooperation between Hong Kong port and Shenzhen ports in the regional level. 
Chapter Three introduces the conceptual framework and research design of this 
thesis. 
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The background of port development in the GPRD is presented in Chapter Four, and 
the analysis on the external and internal threats, opportunities, weaknesses and 
strengths of Hong Kong port industry is made in Chapter Five. The scope of the 
current cooperation as well as the potential and feasibility on further cooperation 
between Hong Kong port and Shenzhen port is investigated in Chapter Six. Chapter 
Seven sums up the major findings and the potential strategy on regional cooperation 
based on the result of the previous chapters. 
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CHAPTER TWO 
REGIONAL COOPERATION AND PORT DEVELOPMENT IN THE GPRD 
As this thesis focuses on regional development and cooperation between Hong Kong 
and the GPRD, it is useful to review the existing studies and literature on regional 
and port development. This chapter would be divided into three parts. The first part 
introduces the existing studies on the development of and actors involved in the 
regional cooperation in the GPRD. The second part reviews port development under 
globalization and regional cooperation and the underlying forces. This chapter ends 
with the scrutiny of the relationship between Hong Kong port and its surrounding 
ports as well as some scholars' suggestions on future strategies of Hong Kong Port. 
Firstly, it is useful to take a look on the regional cooperation in the GPRD. 
2.1 Regional Cooperation in the GPRD 
This section reviews the current situation of cooperation in the GPRD focusing on 
the role of actors. 
2.1.1 Overview 
China adopted its opening and reform policies in 1978. Starting in 1984, the Central 
People's Government of China initiated reforms to open what is now called the Pearl 
River Delta Economic Zone for foreign trade and investment, ahead of other regions 
of the Mainland. Private enterprises, foreign investment and international trade were 
consequently rooted here and experienced rapid development. Cities within the 
Guangdong Province thus became more and more economically integrated with each 
other. The result of this integration spurred the enlargement of the PRD into the 
GPRD which encompasses the HKSAR，the Macao Special Administrative Region 
and nine cities of the Guangdong Province (InvestHK, 2004). 
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In order to raise the competitiveness of the GPRD and ensure growth in the long term, 
Hong Kong and the PRD have to reinforce their partnership. Although Guangdong 
and Hong Kong are both located in the GPRD and enjoy a close economic 
relationship with each other, they have totally different legal systems and economic 
administration systems due to the policy of "One Country, Two Systems". Thus, 
active participation of Hong Kong and Guangdong authorities is very important to 
integrate these two cities with vast differences. 
Recently, the Hong Kong and Guangdong authorities have been making progresses 
concerning cross-boundary infrastructural development. For example, the 
construction work of the Hong Kong-Zhuhai-Macao Bridge has been progressing 
well, with consensus reached on the alignment and landing sites. They are also 
moving forward the preparatory work of the Guangzhou-Shenzhen-HK Express Rail 
Link and other projects with the objective of facilitating better regional integration. 
2.1.2 Different Actors on Regional Cooperation in the GPRD 
There is a wide academic discussion on the driving force on cooperation in various 
regions of China such as the GPRD. Governments at different levels and 
non-government institutions were the major driving force. 
i) Central Government 
For a long time, the central government was the sole authority on administrative 
management, such as country-wide policy making, national planning or long term 
economic development. Hu and Chan (2002) described that regional cooperation 
involved almost all aspects of society entailing widespread discourses on the role of 
the nation-state in institutions, accompanied by revival of regions at both 
supra-national and intra-national levels. Lin (2003) and Peng (2005) shared the same 
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view, further elaborating that the central government played a role in shaping the 
behavior of important actors in the process of regional integration. Thus, they were 
positive that central government dominated regional development. 
To sum up the domination of the central government, Yang (2005a) concluded that 
the emergence of cross-border regions was usually resulted from deliberate attempts 
particularly initiated by central government to insert, on favorable terms, 
"development pockets" into the changing global division of labour. Since the return 
of Hong Kong under Chinese sovereignty in 1997, cross-boundary economic 
integration did not move as fast as expected. This was partly because of the 
implementation of "One Country, Two Systems" principle. Some constraints, such as 
on imports and export system, could only be resolved by the central government 
(Yang，2005a). 
ii) Local Governments 
On the other hand, some scholars believed that the central government was not 
almighty. Shen (2004) believed that the status of central government was decreasing 
while the status of local government was rising. It was distinctive to note that the 
central government handed over much power (especially economic administration) to 
local government through decentralization, aiming at an efficient and effective 
administration. The rapid development of the PRD is an obvious example to show 
the power of decentralization. 
Some scholars also held a view that the local government played an increasingly 
leading role in twin-city cooperation. Yang (2004) found that institutions played an 
increasingly active role in promoting economic integration in China. Cross-boundary 
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integration of some regions, namely Yangtze River Delta and the PRD in China, was 
primarily relied on regional institutions. He trusted that "non-institutional 
integration" began to change after 1997 as a result of mutual official communication 
between the central government, the HKSAR Government and the Guangdong 
Provincial Government. 
Hu and Chan (2002) probed into the long term situation in the PRD. They criticized 
that the regional cooperation of the PRD region was still immature. Actually, the 
most dramatic transformation of the regional integration in the post-1997 period was 
the launching of inter-governmental communication between HKSAR Government 
and Guangdong provincial authority. One of the striking examples was the annual 
Hong Kong-Guangdong Cooperation Joint Conference which was held in 
Guangdong for the first time in 1998. However, the strategic vision and region-wide 
planning to further the existing economic integration had not been discussed. Clearly, 
a more detailed and practical communication or organization should be formed. . 
It is interesting to note that the accession to the World Trade Organization (WTO) at 
the end of 2001 by China was an initiative by the central government while the 
CEPA signed between HKSAR Government and Beijing was initiated by local 
governments. Both levels of governments contribute to and promote regional 
development. Judging from this, it seems that the roles of central government and 
local governments are important in different scales like practicing "division of 
labour". 
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Yang (2005b) believed that central government should pay more attention to regional 
economic cooperation and encourage local governments and private sectors to 
develop their cooperative projects. From the economic perspective, both government 
and enterprises have an important role in regional development. In the international 
economic sphere, TNCs will enhance the regional cooperation more or less through 
monopolization. Gang (2003) and Susuga (2001) stated that the central government 
should make a reasonable intervention if the enterprises' behavior threatened the 
global or local market. Therefore, the enthusiasm of central government is necessary. 
iii) Corporations 
Beside governments, scholars also expressed concern on the emergence of market 
force. From economic perspective, corporations played an important role to motivate 
the process of regional cooperation. Sit (1991) and Gang (2003) indicated that TNCs 
was one of the indicators of economic globalization as they are one of the parties 
who decide the production pattern and structure in the world. The development of • 
TNCs more or less affects the model and speed of regional development. 
From regional perspective, most of the economists thought that the integration of 
TNCs was one of the important internal factors affecting economic development in a 
region. Dunning and Robson (1987) identified a positive relationship between 
multinational corporate integration and regional economic integration and FDI. 
TNCs are always seeking the most suitable place to set up their business because of 
multi-locational advantages. As the prerequisite of setting up business by TNCs is the 
locational and comparative advantages, it can more or less encourage cross-border 
activities (Ho, 2000). 
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Yang (2004) expressed that market-driven regional economic integration of the PRD 
and Hong Kong, similar to most East Asian cases of economic integration, occurred 
in the absence of a formal institutional framework. She further explained by using 
the PRD as an example. She stated that there was regional division of labour between 
Hong Kong and the PRD, i.e., the model of "front shop, back factory". In the absence 
of prior institutional arrangements such as a trading bloc, economic integration 
between Hong Kong and the PRD thrived in the 1980s and 1990s. 
Hashmi and Yap (2008) also observed that economic integration and possibly the 
formal regional projects that stem from such integration were largely driven by the 
market rather than states. Although inter-governmental agreements are signed by 
governments when regional development is highly related to business investment, the 
focus of attention would move to the role of non-state actors, particularly the 
investment and trade decisions of non-states economic actors. 
To conclude, cross-border cooperation involves comprehensive spatial processes. 
Their development and success depend on a number of factors and actors. Initiatives 
from institutions and the networking of the actors are fundamental. National and 
local governments across the world have implemented numerous policy initiatives to 
facilitate the increase of transactional or trans-border economic relationship so that 
their national economic space is increased and regional development and cooperation 
is encouraged. On the other hand, non-state actors drive regional cooperation through 
investment and trade flows, while states play an essential role in creating a business 
environment in which non-state actors can pursue their interests. Port industry is one 
of the ramifications of regional development. 
11 
2.2 Port Development under Regional Cooperation 
2.2.1 Global Trend of Port Development 
Globalization has become an unfolding trend in many industries nowadays. This 
phenomenon not only drives the cooperation within a region or among regions, but 
also affects different industries such as port industry. The port industry underwent a 
rationalization process over the last decade (Song, 2003). Increased horizontal and 
vertical integration is occurring among organizations involved in the international 
logistics of manufactured goods. 
Vertical integration describes integration happening on companies operating at 
different levels along the supply chain. In the port industry, for example, this could 
be a merger between a freight-forwarding company and a terminal handling service. 
Port industry is benefited from vertical integration like higher level of safety, 
shortening of the time of activities and faster ship turnover. 
Horizontal integration describes the mergers between companies that produce and 
sell competing products and services, e.g. specialization of particular ports into 
specialized port terminals facilitates work for the concessionaires and operators and 
cooperation with other operators by merging port concessions in order to ensure 
sufficient capacities for receiving and handling containers. Terminal operators, such 
as Hutchison Port Holdings or Dubai Ports International, attempt to carry out' 
horizontal integration by acquiring stakes at port terminals in a variety of markets. A 
shipping company, e.g. Maersk, that ventures into the management of port terminals 
performs concomitantly a process of vertical and horizontal integration since it is 
expanding geographically but also from maritime towards inland services. The result 
of vertical and horizontal integration of port activities is the increase in port 
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competitiveness (Jolic et al，2007). 
With such strategies, many port operators who previously ran only their local 
business now extend their business scope to regional or global scale. Therefore, port 
operators today can be regarded as TNCs. TNCs invest in different parts of the world 
to develop their global empires. They compete against a number of players who 
confront another in various markets around the world. It drives the competition 
among different ports as the spatial structure of container systems is compassed in 
one global market. 
2.2.2 Forces Affecting Port Competition and Cooperation 
Scholars sought the answer on the major forces affecting the mechanism of port 
cooperation in the world. Two types of forces dominate the container business, 
namely i) institutional force and ii) market force. 
i) Institutional Force 
Slack and Wang (2002) identified institutional factor as the most important factor 
explaining competition among different actors. The roles of port authorities and 
terminals operators as well as their relationship with the shipping lines were the heart 
of the deconcentration process which happened when port activities were pushed by 
negative factors of the port centre (e.g. congestion) to peripheral areas which were ‘ 
less congested. They further elaborated by using Hayuth's model which pre-dates the 
horizontal and vertical linkages that are being formed in the industry, the process of 
globalization, and the trend towards privatization. The evidence from Asia in their 
paper indicated that institutional considerations that were global in scope were the 
new forces setting regional port morphologies. Nevertheless, Song (2003) concluded 
13 
how governments and public authorities view the movement towards port 
cooperation and competition remains to be seen. Wang and Slack (2004) developed a 
conceptual framework for analyzing port development in regional context. The case 
of Yangtze River Delta demonstrated how port governance was being handled and 
the positions of major stakeholders in port exploitation. 
ii) Market Force 
Song (2003) articulated that the changing business environment led to a pattern of 
competition and cooperation in the port industry. He had the impression that those 
TNCs played a very important role in globalization, and there was a trend to replace 
nation states as primary players in the new economy. Song and Panayides (2002) 
elucidated that the global alliance formed among shipping lines, the growth of 
container terminals management companies with global operations and the increase 
of logistical service offered by transport companies were evidences of increased 
integration amongst suppliers of logistics services. They believed that market force 
was the major driving forces for port competition and cooperation. They voiced out 
the importance of seeking and sustaining the right balance between competition and 
cooperation to the success of port operators. The next section would take a look on 
the regional development and the Hong Kong port. 
2.3 Regional Development and Hong Kong Port 
Hong Kong container port as the main port of the GPRD is affected by the process of 
port globalization. It is worthy to take a look on the port development of Hong Kong. 
2.3.1 Role of Hong Kong's Port 
The positioning of Hong Kong container port was a popular topic of discussion in the 
20th century. Generally, scholars held an optimistic and promising view on the future 
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development of Hong Kong container port in the GPRD. However, some scholars 
still held a pessimistic and conservative view about this. 
While some scholars (e.g. Nagi and Lin, 1997; Loo and Hook, 2002) believed that 
Hong Kong container port would continue to be an important hub in the region, 
Wang (1998) affirmed that Hong Kong begun to lose its load center status. Lee (2001) 
reinforced his opinion and predicted that Hong Kong port would be replaced by 
surrounding ports. But Chu and Yeung (1998) refuted the feasibility of the rival ports 
taking over Hong Kong as the hub of south China. Cullinane and Wang (2004) 
shared the same view, placing faith on Hong Kong as a hub in short and medium 
term, but such status may be rapidly eroded afterwards. 
Even though these commentators agreed that the growth rate of the cargo throughput 
would decline, others were more optimistic (Cheung and Wong, 1997; Nagi and Lin, 
1997; Loo and Hook, 2002). Loo and Hook (2002) pointed out that the prestigious 
position of Hong Kong port was maintained through in-suit to the operational 
efficiency as terminal operators continued to boost productivity and operational 
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efficiency by intensive application of Electronic Data Interchange system, 
cutting-edge technology and management streamline. Song (2002a) confirmed that 
production in China was strong and expected to grow over the next years. Thus, 
Hong Kong was expected to continue to serve as the gateway to and from Mainland 
China. On the other hand, some scholars like Seabrook, Hui, Lam and Wong (2003) 
based on their forecast results, showed that the continuous growth of total cargo pool 
in the South China region would result in the growth ofpargo volume in Hong Kong. 
They reported that, even after accounting for the diversion of cargo into Yantian and 
other neighboring ports, this situation would not be changed. 
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Airriess (2001), Wang and Slack (2000) and Loo and Hook (2002) held the same 
viewpoint that Hong Kong would reduce its hinterland to become much more 
concentrated on export and import activities in South China. Loo and Hook (2002) 
believed that Hong Kong port would change from market orientation to 
short-distance container freight and rely on short-distance container traffic to and 
from the PRD with the existing port-inland distribution network that heavily depends 
on river trade and road transport. 
2.3.2 Relationship with Other Ports in the GPRD 
There are wide academic discussions on the future form of container port system in 
the GPRD. Yap and Lam (2006) illustrated that inter-port competition in the region 
would intensify in the future depending on the gravity of cargo volume shifting to 
Mainland China. They pointed out that concentration of services by shipping lines at 
the primary load centers might lead to intense competition between the primary load 
centers and the port located in close proximity that share the hinterland, like Hong • 
Kong and Shenzhen. Wong and Beresford (1996) held the same opinion that Hong 
Kong port faces more severe competition, particularly from other regional ports such 
as Singapore and Yantian. 
Loo and Hook (2002) further pointed out that Shanghai had successfully captured 
much of the container traffic from Hong Kong by attracting many dedicated direct 
calls to and from USA. Yantian Port enjoyed the important natural advantage of a 
deep-water channel, which was comparable with that of Hong Kong. Cheung and 
Wong (1997) stated that Yantian would be the only nearby port with potential to pose 
a serious challenge to Hong Kong, but this challenge would take many years to be 
realized. Both Wang and Slack (2000) and Loo and Hook (2002) concluded that port 
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competition between those regional ports, in fact，was an extension of terminal 
competition between major operators within Hong Kong. 
Actually, Hong Kong port expanded alongside with the fast economic development 
in South East Asia and China (Song, 2002b). Some scholars thus held a view that 
cooperation was one of the strategies to maintain the international status of Hong 
Kong port. Nagi and Lin (1997) suggested that it was possible for Shenzhen and 
Hong Kong to form a twin-port. Wang (1998) agreed on the possibility for further 
cooperation and integration between Hong Kong and Yantian, attributing to the 
partial control over Yantian and Shekou ports by Hong Kong port operators. 
Ultimately, Hong Kong and Shenzhen would form the largest container port group in 
the world. 
Nevertheless, Wang and Slack (2000) reported that it was still too early to provide 
any concrete evidence of development. Although the Governments of Shenzhen and 
Hong Kong may have conflicting interests over how the regional port system should 
develop, the major operators who control the ports had already acted from regional 
perspective in rationalizing the hinterland share for their terminals in Hong Kong and 
emphasizing the growth in Shenzhen. 
2.3.3 Future Strategy of Hong Kong's Port 
Many scholars suggested different strategies regarding the future of the Hong Kong 
port. One of such strategies is cooperation. Wang (1998) believed that cooperation 
was important. Lam (2004) proposed a conceptual model suggesting that ports 
should seek cooperation strategies to counter increasing bargaining power of the 
shipping lines as well as fierce intra-port and inter-port competition among other 
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concerns. In this case. Hong Kong and Yantian had a positive effect on the container 
throughput of each other. 
On the other hand, Song (2003) used the concept of co-opetition to illustrate another 
possible mode of cooperation by: 
"Co-opetition is a strategic approach which means a mixture of 
competition and co-operation. It implicated that those engaged in 
the same markets or similar markets should consider a win-win 
strategy, rather than a win-lose one.“ 
(Brandenbuger & Nalebuff, 1996). 
He indicated that Hong Kong and Yantian can work as a co-opetitve alliance so as to 
protect and strengthen both partners against outsiders even it may weaken one 
partner against the other. 
Chu and Yeung (1998) interpreted the issue from regional perspective. Using the 
concept of economies of scale, they advised that Hong Kong should take advantages 
of the information, infrastructure and port management resources that are readily 
available. Airriess (2001) supported that Hong Kong should keep efficiency, 
reliability and flexibility. Thus, if Hong Kong aims at maintaining its role as the 
trading hub of China, it had to upgrade its skills and infrastructure. 
Loo and Hook (2002) proposed the construction of railways, land bridges and 
container terminals in Hong Kong in order to maintain the port status. They had a 
more realistic and concrete point of view that the construction of land bridges and 
railways followed the international and national trends associated with development 
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of a better integrated port. Hong Kong is mainly serving wider inland areas of 
Mainland China. Its dependency on the PRD and the river trade is therefore 
increasing. The competitiveness and positioning of Hong Kong port will be greatly 
enhanced by timely provision of additional container terminals and the construction 
of a port railway to serve the wider inland areas of the PRD. 
2.4 Discussion 
While there are many existing studies on the port development of Hong Kong and 
‘ Shenzhen，some research areas still need further probing. 
First, there is a wide discussion on the driving force on cooperation in the regions of 
China such as the GPRD. However, no consensus can be reached on whether 
government institutions or non-govemment institutions exert greater influences on 
regional development. Heaver et al (2001) were not impressed by the "importance" 
of either actor. They believed that different actors actually had different scopes for • 
action and those actors interacted with each other: the government formulated 
strategy for ports with regard to the competitive relationship among ports while 
terminal operators decide their market strategies with the opportunity of increased 
commercialization of ports and the global expansion of container trades. Local 
governments and enterprises are equally important. Thus, this study agreed that the 
port development process involved the interaction of central government, local 
governments and enterprises. 
Furthermore, some scholars and governments frequently spoke of cooperation 
between Hong Kong and Shenzhen. However, such claim was made based on the 
fact that the status of Hong Kong port is declining while that of the Shenzhen ports is 
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rising, and therefore Hong Kong and Shenzhen ports need cooperation. It seems that 
this is no concrete and comprehensive basis or factors calling for cooperation 
between the two cities. Or we can go back to the basic question, is there really a need 
to cooperate? Furthermore, no matter whether cooperation is crucial to the 
development of both cities, it is obvious that the cooperation between the two cities 
is partial. It seems that there is a missing link here regarding the elements or factors 
to speed up the cooperation. 
2.5 Summary 
Regional development is a complicated issue as it involves comprehensive spatial 
processes. The development and success of the regional cooperation depend on a 
number of factors and actors. This chapter reviews the current studies on regional 
development by first investigating regional cooperation in the GPRD. There is 
cooperation within the region. Central government, local government and enterprises 
are the three major actors and they do not act separately. Indeed, the interaction and 
negotiation among these actors has been intensified, reflecting the process of 
cooperation. As port industry is one of the manifestations of regional development, 
port development in the GPRD and the forces affecting it are then illustrated. Port 
development in the GPRD largely followed the international pattern on vertical and 
horizontal integration. Both market and institutional forces are identified and present 
in the port development. This Chapter ends with the regional development and the 
Hong Kong port. Although there was argument on the future status of Hong Kong's 
port, many argued that Hong Kong had to cooperate with Shenzhen. 
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CHAPTER THREE 
CONCEPTUAL FRAMEWORK AND RESEARCH DESIGN 
The previous chapter reviewed the major scholarly discussion on regional 
cooperation in the GPRD and the port cooperation between Hong Kong port and the 
surrounding ports. This chapter elucidates the methodology of this thesis which 
intends to fill the research gap on regional development of the GPRD. This chapter 
introduces first the research objectives, and then conceptual and research framework 
of the study. It ends with an illustration of the research design of this study. 
3.1 Research Objectives 
As illustrated in the previous chapter, there are some missing links in the study of 
regional development in the GPRD. Based on the belief that central government, 
local governments and enterprises are essential to the regional development of the 
GPRD, this research has the following objectives: 
i) to identify the need to cooperate between Hong Kong and Shenzhen ports through 
analyzing the strengths, weaknesses, opportunities and threats on port industry in the 
GPRD; 
ii) to diagnose the elements of cooperation between Hong Kong and Shenzhen ports; 
and 
(iii) to nail down the potential for developing cooperation strategy and the obstacles 
on further cooperation between Hong Kong and Shenzhen ports. 
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3.2 Research Methodology 
3.2.1 Integrated Approach 
Bamberger (2000) defined an integrated approach as the mixed use of quantitative 
and qualitative approaches. It is, by far, the most common research methodology. By 
doing so, the researchers maintain the conventional conceptual framework of their 
research discipline, but draw on a broader range of data collection and analytical 
methods, including both quantitative and qualitative ones. 
The strengths and weaknesses of quantitative and qualitative methods often 
complement each other. Pointed out by Maanen, Dabbs and Faulkner (1982), 
quantitative approaches excel at counting and measuring certain phenomenon 
whereas qualitative approaches are good at defining concepts, meanings, 
characteristics and describing issues. Quantitative enquiry is good to provide 
numerical data that is easy to analyze but may not provide detailed explanation and 
information. On the other hand, qualitative data provide deeper insights on an issue • 
from various points of views but the lengthened responses require more time and 
effort for analysis (Patton, 2002). 
None of the approach is best to apply alone，thus, it is believed that a mixture of both 
approaches would give a broader picture of the research topic. Such attempt is 
further supported by Pattern (2002) that qualitative inquiry not only describes 
someone else's perspective but also enhances the researchers' direct experiences and 
insights. 
Actually, the majority of port research adopts quantitative approach which is viewed 
through a positivist lens. For example, a large number of local studies employed 
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quantitative approach to examine port development. To name but a few, Fung (2001), 
Seabrooke，Hui and Wang (2003) used Forecasting Model and Simulation Model to 
analyze the future role of Hong Kong port. Aside from statistical models, Culliname 
and Wang (2004) conducted survey to provide a review of the sector and analyze the 
recent development of the ports in Mainland China and Hong Kong. We note that 
‘ positivism is useful to explain reality and predict the future, whereas reality is 
considered to be objective, tangible, and fragmentable (Bamberger, 2000). 
Increasingly, there are calls to employ more qualitative methodologies on port 
studies using interpretivism paradigm. Interpretivism is useful to understand a 
phenomenon in details by getting and probing closer to the actors' perspective, but 
not mainly for explanation or prediction. For example, Wang (1998) and Loo as well 
as Hook (2002) used the methods of case study and interviews to explore the 
relationship between the external environment and port development in Hong Kong. 
However, using single research strategy is not preferable as both quantitative and 
qualitative approaches have their own demerits. There are problems with quantitative 
research methods, especially models and survey. The information may be clouded 
due to the complexity of methods, the large sample size needed, and the difficulty in 
understanding and interpreting the results from complex studies. It is also difficult to 
get clarifications or follow-up information from quantitative enquiry. On the other 
hand, qualitative research is described by Denzin and Lincoln (1994) as unscientific, 
only exploratory or entirely personal and full of bias in terms of data analysis. Thus, 
integrated approach eliminates the respective shortcomings of both research 
approaches. 
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In this regard, a combined methodology of quantitative and qualitative methods is 
more appropriate in this research to identify the strengths, weaknesses, opportunities 
and threats on port business. This thesis applies quantitative methods to collect and 
analyze data about port development of Hong Kong and Shenzhen, such as 
throughput and other port statistics to display the general picture of port development, 
while qualitative methods is applied for collecting and analyzing internal 
environment, such as port strategy. In order to fully understand port development and 
port cooperation, qualitative method is adopted. This thesis investigates the 
perspectives of different stakeholders, namely, shipping companies, investors and 
governments and other actors from the port industry through interviews in order to 
get a complex picture of the whole port development. 
3.2.2 SWOT Analysis 
In this study, Mintzberg's SWOT analysis (Mintzberg, 1990) is used to analyze the 
current situation of Hong Kong Port. SWOT stands for Strengths, Weaknesses, 
Opportunities and Threats. The SWOT analysis is an evaluation framework that aims 
to investigate and examine the operation and development of an organization, given 
that the internal positive and negative attributes of an organization in relation to its 
external environment are central to its success. The four key elements of this analysis 
are: 
• Strengths - comprise any positive internal attributes of the organization, such as 
the advantages and attraction. 
• Weaknesses - comprise any negative internal attributes of the organization, such 
as limited resources. 
• Opportunities - the scope for taking advantages of external possibilities for 
growth, such as possible trends for improvement. 
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• Threats 一 external influences which can negatively affect the organization's 
growth, such as visible competition. 
Weihrich (1982) uses a structured way of putting the SWOT analysis into practice 
through a medium of what he called the TOWS matrix. The method helps one to 
identify relationship among strengths, weaknesses, opportunities and threats. It 
presents a mechanism for facilitating the linkage between an organization's internal 
and external environments. It also provides a framework to identify and formulate 
strategies. Implementing the TOWS matrix follows the following steps: 
1. Pin-point and assess the impact of environmental factors: economic, political, 
demographic, technology, market and competition on the organization. 
2. Make a prognosis about the future. 
3. Undertake an assessment of "strengths and weaknesses". 
4. Develop strategic options for different sectors. 
Application of TOWS analysis allows us to examine systematically the extent of the 
strategy to which it could cope with its environmental constraints. However, the 
analysis requires both understanding of the environment and the resource capabilities 
of the organization. Thus, both quantitative and qualitative methods should be used 
for collecting data from different parties. 
The advantage of the TOWS matrix analysis is that it is easy to use and extremely 
thought-provoking. Combined with the brainstorming in the initial stages of planning, 
it gives a good idea of the organization and the place it stands in the marketplace. 
However, the level of competitor's information required is very detailed and may not 
always be available (Mintzberg, 1990). 
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Although the TOWS analysis is introduced as business model, researchers in various 
fields adopted it. Ircha (2001) used strategic analysis as a tool to evaluate strategy of 
port industry in different locations. The Planning Department of Hong Kong (1999) 
adopted it in a planning and development study of Hong Kong Island and Lamma 
Island. 
3.3 Conceptual Framework 
The conceptual framework in Figure 3.1 offers a comprehensive perspective on the 
port research. It integrates three distinct dimensions or research stages, each of which 
is discussed below. The research begins with idea generation，which occurred via the 
literature review in Chapter Two. The literature review introduced three main actors 
of regional cooperation in the GPRD (i.e. central government, local governments and 
enterprises) which have great influences on regional port development. The review at 
the same time provided a historical perspective of the research. The literature review 
also helps me to develop my research questions - What is the feasibility of 
cooperation between Hong Kong port and Shenzhen port? What are the obstacles 
which constrain the cooperation? After establishing substantive justification for the 
research endeavor, the strategy theory is adopted to link up all the elements this study 
needed. 
Chapter Four first gives a general background of the GPRD and the development of 
the container ports in the GPRD Region and then focuses on the two main ports. 
Hong Kong port and Shenzhen port, to give a detailed background of these ports. 
Chapter Five investigates the relationship between the two ports by first adopting 
SWOT analysis to evaluate the positioning of Hong Kong port and then illustrating 
the competitive edges of the two ports over one another. There exists both 
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cooperation and competition. By summarizing the information of Chapter Four and 
Chapter Five，the current partnership and the feasibility on further cooperation 
between Hong Kong port and Shenzhen port will be investigated in Chapter Six. It 
intends to find out the dilemma on cooperation mechanism between two ports by 
further analyzing the obstacles on further cooperation. Then the major findings and 
the potential strategy on regional cooperation based on the result of analysis would 














































































































































































































































































































































































































































































































































3.4 Research Design 
By adopting a more comprehensive and integrated approach, both secondary data 
and primary interview data are gathered for analysis. This study will use different 
research methods, which are case study, documentary and data analysis, interviews 
and fieldwork. The purpose, the context and the process of each method will be 
discussed one by one. 
3.4.1 Case Study 
Case study approach is a common approach adopted by researchers to explain the 
complexity or answer the "how" questions. Case study research is a traditional 
approach in social science and management and is an ideal methodology when a 
holistic in-depth investigation is needed (Feagin et al, 1991). There are several 
reasons for this thesis to conduct a case study. These include: i) the explanation of 
linkages between causes and effects, ii) the description of the real-life context in 
which an intervention has occurred, iii) the description of the intervention itself, and 
iv) the exploration of those situations in which the intervention being evaluated has 
no clear set of outcomes. 
Therefore, Hong Kong port and Shenzhen port have been selected as a case study of 
this thesis due to the following reasons: 
1. The region, Hong Kong and Shenzhen, has a special political background and 
economy status. 
2. These two ports have close geographical location which is a valuable for the 
study of cooperation in the region. 
3. These two ports are global ports according to their world position and scale of 
throughput, so they are important to regional development. 
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4. These port industries involve various actors which can show a much 
comprehensive picture on regional cooperation. 
This thesis will use the situation of the cooperation and competition between Hong 
Kong port and Shenzhen ports to study their relationship, the feasibility on further 
cooperation and the dilemma on existing cooperation mechanism between two ports 
by further analyzing the obstacles hindering further cooperation. Using port industry 
as a case study, this thesis aims to understand the inter-city cooperation within a 
region like the GPRD and try to find out the essential elements on achieving a 
smooth and through cooperation between Hong Kong port and Shenzhen ports. 
3.4.2 Data Collection 
Documents which are considered secondary data are treated as sources of data in 
their own right. It covers data from books, magazine articles, newspapers or statistics 
published by the government (Yeates，1968). 
This study relies on the statistical data from official government statistical 
publications, trade association data, technical journals, newspapers, etc. It is useful to 
collect some statistical information about current port situation, such as trade volume, 
the aggregate values and volume of export, re-exports and imports, investment as 
well as statistics from Census and Statistics Department, Logistics Councils, 
Planning Department and Port and Maritime Board. On the other hand, data from 
business journals and newspapers also provide valuable opinions from experts and 
evidence like the role of Hong Kong Port. 
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3.4.3 Semi-structured In-depth Interview 
Semi-structured in-depth interviews are flexible as the questions may be asked in 
different ways for probing deeper in the issue while some questions are standardized 
in advance (Flowerdew and Martin, 2005). Both quantitative and qualitative 
information is needed in this study as it is useful for in-depth analytical research. It 
means insights are gained on why people act as they do and the feelings behind the 
port issue from interviewees. The interview questions mainly focus on identifying 
the reasons on why the competitiveness of Hong Kong Port is decreasing and in 
particular, the role of the stakeholders in this process (see appendix one for main 
interview questions). 24 interviews were conducted from November 2007 to March 
2008 with government officials, port industry experts, terminal operators, shippers, 
shipping companies, trade companies, banks, scholars, environmental protection 
organizations, supply chains companies and other related sectors (see appendix two 
for the list of interviewees). Field visit was held with interviews at the same time. 
3.5 Summary 
This chapter elucidates first the research objectives of this study. Centred on the 
cooperation issue between Hong Kong port and Shenzhen ports, this study aims to 
identify the need of such cooperation, find out the elements of cooperation and point 
out the obstacles hindering deeper cooperation. The chapter then laid down the 
research methodology to achieve these aims. In fact, different research methods have 
their own merits and demerits. Quantitative methods provide a board view of port 
development in Hong Kong while qualitative methods such as interviews are useful 
for collecting further information on special and significant factors. As a general 
background for this study, the next chapter introduces port development of the GPRD, 
with a particular focus on Hong Kong and Shenzhen ports. 
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CHAPTER FOUR 
PORT DEVELOPMENT IN PEARL RIVER DELTA: 
HONG KONG PORT AND SHENZHEN PORT 
The port development in the GPRD has been very rapid. We can foresee that more 
container terminals will be built in the region. It may be good for the development 
of the whole city. But, after ten or twenty years, do we still need so many terminals? 
(Interview TOO 1, November, 2007) 
As expressed by interviewees, the port development in the GPRD region is rapid. 
This chapter elucidates the port development in the GPRD Region as well as the 
development of Hong Kong port and Shenzhen ports. It first gives a general 
background of the development of the container ports in the GPRD region and 
highlights the functions and positioning of ports in the GPRD Region, and then 
focuses on the development of two main ports, Hong Kong port and Shenzhen ports. 
4.1 An Overview of Greater Pearl River Delta 
4.1.1 An Overview of the Development of the Container Ports in the GPRD 
Region 
The GPRD is situated in the southern China. Geographically, it is a good place to 
develop container ports as it possesses a good river channel and long coastline. The 
GPRD includes the HKSAR, the Macao Special Administrative Region, and the PRD 
Economic Zone of Guangdong Province including nine municipalities, namely 
Guangzhou, Shenzhen, Dongguan，Foshan, Jiangmen, Zhongshan, Zhuhai, and the 
urban areas of Huizhou and Zhaoqing specified by the Guangdong Province (refer to 
Figure 4.1). 
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Figure 4.1 Nine cities and two SARs in the GPRD Region 
Source: Planning Department, 2009 
Thus, ports in the GPRD, backed up by this locational advantage and the staggering 
national economic development, flourish. Generally, the development of container 
ports in this area can be divided into three stages: (i) pre-reform period, (ii) the 1980s 
and the 1990s, and (iii) the 2000s. 
i) Pre-reform Period 
It is the breeding period for the ports. During 1949-1978, the transport development 
of China was sluggish, same for the container transport system in the PRD. At that 
time, only ports in Guangzhou and the British colony, Hong Kong, recorded a faster 
development. In the 1970s, Hong Kong was devoted to develop its port sector while 
Guangzhou also had 17 deep water berths. Ports in other GPRD cities were still 
lagged behind. 
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ii) The 1980s and the 1990s 
It was until the 1980s when China implemented its open-door policies (Shenzhen and 
Zhuhai designated as Special Economic Zones) as well as with the support from the 
central and local governments that the construction and development of the PRD 
sped up. Shenzhen first constructed Shekou port, then Mawan, Chiwan and Yantian 
ports. Besides Hong Kong and Guangzhou, ports in other GPRD cities, especially 
Zhongshan and Zhuhai, grew expeditiously. 
iii) The 2000s 
In 2005, with the approval of State Council, the National Development and Reform 
Commission authorized the Construction Plan of Ports in Yangtze Delta, Pearl River 
Delta and Bohai Ring Area 2004-2010 (長江三角洲、珠江三角洲、潮海灣三區域 
沿海港口建設規劃（2004-2010 年 ) ) . I t stated that the ports in Hong Kong, 
Guangzhou and Shenzhen would be consolidated while bringing the resources 
possessed by the other ports in the region into full play, thus contributing to vigorous 
port development. As a result, there were over 150 container services related berths 
(of which 104 were deep water berths specializing for container handling) in the 
whole GPRD region up to 2007. 
With 30 years of progress, ports in the GPRD thrive. They form an international 
containers system led by Shenzhen and Guangzhou ports, supplementing the 
advantages of Hong Kong port for further development. 
4.1.2 Functions and Positioning of Ports in the GPRD 
International containers terminals in the GPRD region include three large-scale and 
comprehensive ports in Hong Kong, Shenzhen and Guangzhou as well as six 
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small-to-medium scaled ports in Zhuhai, Huizhou, Zhongshan, Jiangmen, Humen 
and Xinhui (refer to figure 4.2). They rely mainly on the PRD as an economic ‘ 
hinterland. The functions and positions of the major ports in the GPRD will be 
highlighted below. 
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Figure 4.2.The ports in Greater Pearl River Delta Region 
Source: HKCTOAL (2006) (Modified by Author) 
i) Hong Kong 
Up to now, Hong Kong is not only an international shipping centre but also a 
regional container hub in the Asia-Pacific area. The major source of containers is 
mainland China，especially the PRD. The container movements between Hong Kong 
and the mainland China accounted for 40.8% of Hong Kong's port container 
throughput in 2008 (CSD, 2009b). Shipping companies and shippers hold faith on 
the high service quality of the port after years of operation and in turn the experience 
of port management gained. From loading/unloading, material supply, ship 
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maintenance to other relevant services like legal system, financial system, 
cross-boundary services and human resources, Hong Kong is irreplaceable and holds 
a definite edge. In fact, Hong Kong's port container throughput increased by 5.7% 
from 24.5 million TEUs in 2007 to 25.9 million TEUs in 2008. Furthermore, Hong 
Kong as a first-class international shipping centre houses more than 80 headquarters 
of international shipping companies, serving 450 international shipping lines weekly, 
connects with more than 170 ports in more than 60 countries (Marine, 2009). 
According to China's ll^h Five-Year Plan published by the National Development 
and Reform Commission, in the coming 20 years, Hong Kong will still be the 
international shipping centre and containers hub, relying on the edge as free port 
(HKTDC, 2009). However, as it is widely believed, the edge of Hong Kong port is 
slowly declining with the rising of Shenzhen ports. Most of the respondents from the 
interviews believed that Shenzhen ports would override Hong Kong in terms of 
throughput, implying a strong threat posed by Shenzhen to Hong Kong. Chapter 5 
and 6 will incorporate a detailed analysis and the responses of the interviewees ‘ 
towards Hong Kong and Shenzhen. 
ii) Shenzhen Ports 
Shenzhen Port is one of the international container hubs of the southern China. In 
2009, the major source of containers in Shenzhen is, similar to Hong Kong, from 
Mainland China, of which 72% comes from the PRD, 8% from other areas in the 
Guangdong Province, 7% from other provinces like Hunan, Hubei，Guangxi，Yunnan 
and Guizhou and 7% being international transshipment (www.szport.net, 2009). 
From the interview, the representative from terminal operator stated two advantages 
of this port: (a) it possesses the advantages of internal waterway and road transport to 
other parts of China, and (b) it has a larger area but lower storage cost than Hong 
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Kong. At the same time, the flourishing development of manufacturing industry in 
the Eastern PRD acts as a major supply of containers. 
Being an international container hub, it has less international shipping lines than 
Hong Kong. But 19 large scale shipping companies that globally ranked top 20 have 
direct link with this port. It also connects with nearly all container ports in the world, 
implying a huge development potential. According to China's Five-Year Plan, 
for the coming 20 years, Shenzhen port should cooperate with Hong Kong port to 
complement each other, developing as a crucial part of the Hong Kong port so that 
Shenzhen port can be main trade ports (幹線港)of southern China and eastern PRD 
area (HKTDC, 2009). An interviewee from the storage industry (T002) in Shenzhen 
terminal stated that although the development of Shenzhen port is quick, it is slowing 
down. At the same time, Guangzhou port develops , quickly. 
iii) Guangzhou Nansha Port 
Guangzhou port is a container hub of the southern China region and international 
main trade port. It has a longer development history than Shenzhen port, but the 
initial speed of development was slower. Later, Guangzhou Government carried out 
the policy of building ports to stimulate the city's growth, and thus constructed 
Nansha port which led to fast port development of the city. The major source of 
exports is the PRD cities while the imports mainly go to other coastal ports. Thus we 
can see that it has a high degree of dependence on other ports. Yet, Guangzhou port 
has its own advantages. First, Guangzhou city is the nodal point of the One-hour 
Economic Circle, the hub of the GPRD and one of the gateways of China. A 
representative from the international shipping companies believes that this port has a 
great development potential. Although the channel is not wide and deep enough, it 
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can develop into a sub-trade port (支線港)of Hong Kong or even a main trade port. 
Nansha port has 16 international shipping lines, including the Red Sea, Europe, 
Japan-Korea, North America, Australia, Middle East, South East Asia and internal 
trade with coastal Chinese ports. Guangdong Government designated Guangzhou as 
the development node of sub-trade port. After establishing offshore sea routes and 
domestic branch lines, it will set up more ocean routes so that it is equally important 
with Shenzhen port. 
iv) Zhuhai Port 
Zhuhai Port is a sub-trade port and the only port in the western PRD facing the ocean. 
Its development is slower than the previous three ports. Its major source of goods, 
which mainly ships to Hong Kong, comes mostly from the western PRD, like 
Jiangmen, Zhaoqing and the western part of Guangdong Province. From the 
perspective of port cooperation, Hong Kong and Zhuhai Port is intricately linked. 
The latter packs the goods for ocean routes receiving from the hinterland first and • 
then feeds Hong Kong or goes to other areas via Hong Kong. Relying on the 
excellent geographical advantage and its economic development, it can develop as a 
more efficient sub-trade port. With the development of the western PRD, the 
potential of Zhuhai port is great. In addition, a large container port is being 
developed in Zhuhai，named Zhuhai Gaolan Harbour (高欄港). 
v) Humen, Huizhou, Jiangmen, Zhongshan, Foshan and Zhaoqing Ports 
Their statuses as feeder ports restrain them from buoyant development. For most of 
the times, their source of containers comes from its city area. Humen Port is located 
at the major production base of the PRD - Dongguan city which constitutes the 
major source of containers. However, due to its backward infrastructure, most of the 
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goods produced by Dongguan go to Hong Kong or Shenzhen by land, and then 
export to designated countries by ship. As land transport costs increase, the 
government utilizes the geographical endowment to develop container port so that 
Humen Port becomes a sub-trade port for foreign trade. 
Huizhou Port is near Humen Port. In comparison with Humen, the development of 
Huizhou Port is in a lower degree confined by its geographical location. In order to 
survive, Huizhou Port develops itself into a feeder port that strategically links the 
northern part of the PRD with the other ports. 
Jiangmen Port is the port with the second highest potential after Zhuhai Port in the 
western PRD. Jiangmen Port not only maintains its position as a feeder port of Hong 
Kong, but also takes the advantage of the flourishing internal trade to develop branch 
lines in the hope to integrate into the whole PRD port system. 
Zhongshan，Foshan and Zhaoqing Ports, being confined by the shallow water, focus 
on developing river trade terminals, acting as feeder ports for the previous ports. 
39 
4.2 Hong Kong Port and Shenzhen Ports 
From the above overview, the relationship between Hong Kong port and Shenzhen 
ports is most intriguing among all other ports in the GPRD. This section takes a 
detailed look into their development. 
4.2.1 Development of Hong Kong Port 
i) Overview of Port Development 
Hong Kong is one of the busiest and most efficient international container ports in 
the world. The Hong Kong container port, i.e. Kwai Chung and Tsing Yi Container 
Terminals, located in the western part of the territory, has nine container terminals 
with 24 berths of about 7 694 metres of deep water frontage. The water depth of the 
Kwai Chung-Tsing Yi basin is about 15.5 metres. The port provided about 400 
container liner services per week connecting to over 500 destinations worldwide. The 
Hong Kong port (including Kwai Chung-Tsing Yi Container Terminals, mid-stream 
and River Trade Terminal) handled 21 million TEUs in 2009. The Kwai Chung-Tsing 
Yi Container Terminals handled 15.2 million TEUs, representing 72% of the port's 
total container throughput. The remaining 28% was handled at mid-stream sites, the 
River Trade Terminal, Public Cargo Working Area，buoys and anchorages, and other 
wharves (HKPDC, 2010). 
In the 1960s, the port of Hong Kong was mainly serving the local manufacturing 
base. One scholar (T006) during interview mentioned that the port of Hong Kong 
originally was not expected to be an international port. The situation changed after 
the adoption of open-door policy in 1978 in China. This led to rapid economic 
integration between Hong Kong and Mainland China. Moreover, they became the 
foremost trading partner and investor of each other. The economic tie between Hong 
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Kong and Guangdong Province was extremely strong as most of Hong Kong 
investments were concentrated in the Province mainly in the PRD region. 
Furthermore, Hong Kong was acting as a middleman between Manland China and 
the outside world. In fact, large fraction of trade of China was conducted via Hong 
Kong in the form of re-export trade. 
Nowadays, Hong Kong is one of the world's top container ports in terms of container 
throughput. However, its leading position of world's top container port has been 
replaced by Singapore in 1998 and 2005 respectively. Moreover, the Hong Kong 
Container Port as well as its supporting infrastructure such as road networks and 
backup storages is nearly saturated. It is difficult for further expansion and 
development with the limited useable land in Kwai Chung. In other words, the Hong 
Kong Container Port may not be able to sustain growth in the future. Therefore, a 
better planning for long term sustainable development of container port is essential. 
ii) Existing Container Terminals in Hong Kong Container Port 
Figure 4.3 shows the layout plan of Kwai Chung-Tsing Yi Container Port while Table 
4.1 summaries the administrative ownership structure and facilities of Hong Kong 
terminals operators in the port. After completion of the new Container Terminal No. 
9 (CT9) at the end of 2004, there are now nine container terminals at Kwai Chung 
container port, with a total of 24 berths. All terminals are financed，built, owned and 
operated by five private operators. They are Modem Terminals Limited (MIL), 
Hong Kong International Terminals Limited (HIT), Dubai Ports International, 
COSCO-HIT Terminals (CHT) and Asia container Terminals Limited (ACT). There 
is minimal government intervention in terminal operation. The private companies 
operate all terminals in Hong Kong. They occupy 279 hectares of land, providing 24 
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berths and 7,694 meters of deep water frontage, after completion of the new CT9 at 
the end of 2004 (HKPDC, 2010). In order to maximize their profits, they adopt 
flexible and efficient operation procedure, which in turn nurture Hong Kong to be an 
international hub in the world. 
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Figure 4.3 Hong Kong Kwai Chung-Tsing Yi Container Port 
Source: HKCTOAL, 2009 
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Table 4.1 The ownership and port facilities ofKwai Chung-Tsing Yi Container Port 
Modern C O S C 
Name of Operator Terminals HIT HIT O - H I T DP World ACT 
Ownership Private Private Private Private Private Private 
Operation Terminal 1,2,5, 4,6,7 9(North) 8 (East) 3 8 (West) 
9 (South) 
No. of berth 7 10 2 2 1 2 
Total Area(hectares) 92.61 92 19 30 16.7 28.54 
Length of main berth 2322 2987 700 640 305 740 
(meters) 
Length oflighter berth - 305 - 488 - ~ 
(meters) 
Minimum depth 15.5 12.5-15.5 15.5 15.5 14 15.5 
alongside (meters) 
Quay gantry cranes 30 34 8 9 4 8 
Rail mounted granty 24 - -
cranes 
Rubber tyred granty 106 90 21 32 8 20 
cranes 
Rail mounted Jib - 4 - - - -
cranes . 
Warehouse storage 112,585 377,741 - - 620,000 -
area (square meters) (Gross 
leasable 
area) 
Stacking capacity 85，000 - - 10,872 36,414 
(TEUs) 
Reefer power points 3480 1356 300 696 378 750 
Source: HKCTOAL，2009 
The world's top two container ports in terms of container throughput were Hong 
Kong and Singapore in 2004; they altogether handled approximately 42.6 million 
TEUs in 2004. While Hong Kong Port still has a leading position in the world, 
competition from neighbouring ports progressively reduces the market share of the 
cargo base. 
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Freight traffic projections based on the port cargo forecast model under different 
scenarios were generated by Economic Development and Labour Bureau (EDLB) in 
2002. The preferred forecast scenario is built on the continuation of existing trends 
taking into account committed projects; and a package of policy and investment 
initiatives to support the Hong Kong Port's competitiveness. The preferred forecast 
scenario suggests that total Hong Kong container traffic could reach 23.4 million 
TEUs in 2005，27.9 million TEUs in 2010 and 40.2 million TEUs in 2020 (EDLB, 
2002). 
However, according to the statistics of Marine Department in 2006, the TEUs of 
Hong Kong in 2005 were 22.6 million, slightly lower than the projected 23.4 million. 
Also, the growth rate per year was only 2.8%. On the other hand, Singapore had a 
relatively better growth rate than Hong Kong. The TEUs of Singapore in 2005 were 
23.19 million only. The growth rate per year between 2004 and 2005 was over 8%. It 
is thus logically believed that Hong Kong will face more challenges from 
surrounding ports in the future. 
To conclude, the Hong Kong port had significant increase in container throughput in 
the past 20 to 30 years. However, the growth rate seems slowing down recently, 
partly reflecting the fierce competition from the surrounding ports. Undoubtedly, the 
rapid and strong economic growth of Mainland China especially the PRD Region can 
provide a bourgeoning hinterland for Hong Kong port. On the other hand, the 
service-based economy of Hong Kong can also strengthen the mainland port, Yantian, 
the competitor of Hong Kong port. Therefore, there are both opportunities and threats 
in the Hong Kong port industry. 
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4.2.2 Development of Shenzhen Port 
i) Overview of Port Development 
During the last few years, the pace of the infrastructure construction and the 
development of Shenzhen ports were fast. The container throughput of the port thus 
has continuously been ranked No.2 in China for the last five years and jumped from 
17th in 1998 to 3rd in 2009 in the world. At the same time, the total volume of goods 
handled was increasing by 10,000 thousand tons per year in the last three years 
(www.szport.net, 2010). 
The Shenzhen Port is one of the largest and fastest growing global ports. There are 
totally four major container terminals in Shenzhen-Yantian, Shekou，Chiwan and Da 
Chan Bay (Figure 4.4). There are 11 container berths built and being used in Yantian 
port area，nine in Shekou port area, four in Chiwan port area, and three in Mawan 
port area. Three more berths are being built in Yantian port area under container port 
phase three, and three in Dachan Bay port area phase one. The port is home to 39 
shipping companies who have launched 131 international container routes. There are 
560 ships on call at Shenzhen port on a monthly basis and also 21 feeder routes to 
other ports in the Pearl River Delta region (www.szport.net, 2010). 
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Figure 4.4 The location of the container ports in Shenzhen 
Source: www.szport.net, 2010 (Modified by Author) 
Starting from the 1990s, some international lines started vessels calling at Shenzhen 
port directly. Shekou and Chiwan, which were originally feeder ports, were gradually 
transformed to become international container ports. In parallel, Yantian and Da 
Chan Bay aim to serve as a major international port of South China. 
In the year 1995, the three Shenzhen ports- Shekou, Chiwan and Yantian are 
estimated to have handled 0.28 million TEUs. In the year 2009, these three Shenzhen 
ports combined with Da Chan port handled more than 18 million TEUs. 
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The Shenzhen Port has ranked 2nd in container throughput among mainland ports 
since 1996, and even more impressively, has been the world's 4th largest port since 
2002. In 2007，the goods throughput of Shenzhen Port achieved nearly 200 million 
tons, increased by 13.62% compared to 2006. The container throughput was 21.1 
million TEUs, increased by 14.26% (www.szport.net, 2009). 
Shenzhen Port will continue its fast development in container berths according to 
Shenzhen Masterplan which was approved by Ministry of Communications and 
Guangdong Provincial Government in 1998. By 2010, Shenzhen will gain 10 more 
special container berths and develop Dachan Bay special container port areas. The 
contribution made by Shenzhen Port to the economy of Shenzhen and South China 
will be much greater. With such fast growth, Shenzhen Port will become the real 
container hub port of South China. Moreover, with the mutual complement and 
promotion between Shenzhen and Hong Kong, the international shipping center in 
Asia will be formed in the region. 
ii) Existing Container Terminals in Shenzhen Port 
Shenzhen took the lead in using foreign capital to participate in the development and 
operation of the port in several ways including exclusive investment, joint venture 
and share holdings. So far, the large port enterprises are all sino-foreign joint 
ventures, including Yantian International, Merchants Port Service, Chiwan Port and 
Shipping, Haixin Port, Shekou Container, Chiwan Container Terminal. Joint 
development and operation of the terminals not only attracts large investment but 
also leams the advanced management, experiences and experts of the foreign 
companies, leading the enterprises under the international norms, which is an 
important way for the rapid growth of Shenzhen Port. Chiwan Container Terminal 
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Co., Ltd including Chiwan Wharf Holdings Limited, Kerry Properties (HK) Limited, 
China Merchants Holdings (International) Co., Ltd and MTL (Modem Terminals) 
(Table 4.2) is the example of joint development between different enterprises. 
Table 4.2 The ownership and port facilities of Shenzhen Container Port 
Name of Operator Yantian Mega SCT Chiwan MTL/ 
International Container Shenzhen Dachan 
Container Terminal Co., Bay Port 
Terminal Co., Ltd Ltd Investment & 
Development Co., 
Ltd 
Ownership Private/ Private Private Private/ 
state-owned state-owned 
Operation Terminal Yantain Shekou Chiwan/ Da Chan Bay 
Mawan 
No. of berth 15 7 9 9 
Total Area(hectares) 315 139 125 112 
Length of main 7047 2550 3139 2430 
berth (meters) 
Length of lighter - -
berth (meters) 
Minimum depth 15-16 14-16 13-16 15.5-18 
alongside (meters) 
Quay gantry cranes 74 28 8 26 
Rail mounted granty . - - - -
cranes 
Rubber tyred granty 200 82 108 108 
cranes 
Rail mounted Jib - - - -
cranes 
Warehouse storage 112,585 (Gross - - -
area (square meters) leasable area) 
Stacking capacity - 55292 120000 -
(TEUs) 
Source: www.szport.net, 201 Oa (Made by Author) 
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4.2.3 Changing Position of Hong Kong Port with the Impact of Shenzhen Ports 
With a strong GDP growth rate at around 8% annually, China is experiencing huge 
increase in both export and import trades. One of the manifestations is the greater 
throughput volume in port statistics. Table 4.3 shows the container throughput from 
1994 to 2009 of Hong Kong port and Shenzhen ports. Hong Kong, as the major 
regional hub of the GPRD, significantly benefited from the increases in trade with 
annual total container throughput growing from 11 million TEUs in 1994 to 24 
million TEUs in 2008. However, amid the global economic downturn, the port 
sectors of Hong Kong and Shenzhen were severely hit. The-container throughput of 
Hong Kong port amounted to 21 million TEUs in 2009，representing a decrease of 
14% from 2008 while Shenzhen ports amounted to 18 million TEUs in 2009 
representing a decrease of 15%. 
In recent years, Hong Kong port's throughput growth has slowed down as shown in 
Table 4.3. Yantian, widely believed to be the competitor of Hong Kong port, is the 
largest silt-free container port in Shenzhen. If we compare the increasing rate of the 
container throughput in Hong Kong and Shenzhen shown in table 4.4，Hong Kong 
port's performance is not as outstanding as Shenzhen ports. Table 4.5 clearly shows 
that the share of Hong Kong in the GPRD major ports is decreasing while the share 
of Shenzhen is increasing. It is because the close proximity of Shenzhen to Hong 
Kong, a steady flow of container trade has been diverted into Shenzhen ports to take 
advantages of their lower transport cost. 
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Table 4.3 Container Throughput of Hong Kong port and Shenzhen ports in'000 
TEUs) 
Year Hong Kong Port Growth rate Shenzhen Ports Growth rate 
1994 11050 Nil 170 Nil 
1995 12550 +14% 284 +50% 
1996 13460 +7% 589 +100% 
1997 14386 +7% 1147 +83% 
1998 14582 +1% 1952 +82% 
1999 16211 +11% 2986 +50% 
2000 18098 +12% 3993 +33% 
2001 17826 -1% 5076 +28% 
2002 19144 +7% 7614 +50% 
2003 20449 +7% 10650 +40% 
2004 21984 +8% 13659 +28% 
2005 22602 +3% 16197 +19% 
“ 2006 23539 +4% 18470 +14% 
2007 23998 +2% 21099 +14% 
2008 24494 +2% 21417 +2% 
2009 21040 -14% 18250 -15% 
Source: CSD，2009b & www.szport.net, 2010b (Made by Author) 
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Table 4.4 Increasing Rate of the Container Throughput of the Ports in the GPRD, 
Hong Kong and Shenzhen 2003-2008 
Year GPRD Hong Kong Port Shenzhen Ports 
2003 (1000 TEUs) 33530 20449 10650 
2008 (1000 TEUs) 57720 24494 21417 
Increasing rate 72% 20% 101% 
2003-2008 
Source: CSD, 2009b & www.szport.net, 2010b (Made by Author) 
Table 4.5 Container Throughput of the GPRD, Hong Kong port and Shenzhen ports 
in'OOO TEUs 2003-2008 
Year GPRD Hong Kong Shenzhen 
Throughput Throughput % of GPRD Throughput % of GPRD 
2003 33530 20449 61% 10650 32% 
2004 38720 21984 57% 13659 35% 
2005 43130 22602 52% 16197 38% 
2006 48170 23539 49% 18470 38% 
2007 53040, 23998 45% 21099 40% 
2008 57720 24494 42% 21417 37% 
Note: Figure refers to the throughput of containers handled in major coastal ports in 
the GPRD 
Source: CSD, 2009b & www.szport.net 2010b (Made by Author) 
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From the above figures, it is logical to predict that, if the container throughput of 
Hong Kong port and Shenzhen ports continues to grow at the current pace, Shenzhen 
will possibly replace Hong Kong to be the first regional port in the GPRD within .the 
next decade. 
4.4 Summary 
This chapter provides a general picture about the port development in the GPRD. It 
first gives an overview of the development of the container ports in the GPRD 
Region, and then briefly describes the development of different ports in the GPRD. 
After that, it focuses on two main ports, Hong Kong port and Shenzhen port. They 
are sharing the same hinterland - the PRD. Economically, competition between the 
ports in these two areas cannot be avoided because of the close proximity of their 
location. At present, this kind of competition is partial and benign competition. In 
other words, there is room for both cities to cooperate if they want to gain more. 
Facing the increasing competition from adjacent ports in GPRD, especially from 
Shenzhen ports, Hong Kong port may need to consider for a new development plan 
that can retain and maximize its advantages to continue expanding the containers 
base and maintain sustainable development of container port industry. Next chapter 




CURRENT SITUATION OF HONG KONG PORT 
The relationship between Hong Kong port and Shenzhen ports is an interesting and 
intriguing topic. Last chapter introduced the background and distribution of ports in 
the PRD, with a particular focus on Hong Kong and Shenzhen ports. This chapter 
attempts to investigate the relationship between the two ports by first adopting 
SWOT analysis to evaluate the position of Hong Kong port and then illustrating the 
competitive edges of the two ports over one another. 
5.1 SWOT Analysis of the Hong Kong Port 
This part of the study adopts the SWOT analysis to scrutinize the strengths, 
weaknesses, opportunities and threats of Hong Kong port under Shenzhen port 
development by investigating the views of shippers and professionals in port 
industry. 
5.1.1 Strengths 
Hong Kong port possesses four strengths which allow Hong Kong to maintain its 
competitiveness, namely (i) well-developed transportation network, (ii) efficiency 
andreliability of port services, (iii) free and favourable business environment created 
by the Hong Kong Government, and (iv) quality of human resources. 
i) Well-developed Transportation Network 
For the road network, Hong Kong is connected to the PRD region by several main 
routes. Route 3, Tuen Mun Expressway and Tolo Harbour Highway (refer to figure 
5.1) altogether form a well-developed network for cross-boundary freight transport 
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between the PRD and the Hong Kong container terminals at Kwai Chung and Tsing 
Yi. As a result, shippers can use the Yuen Long Southern Bypass, Route 3 
Expressway or the Tolo Harbour Highway in transporting cargoes to and from Kwai 
Chung and Tsing Yi. 
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Figure 5.1 Existing transport network for the container port of Hong Kong 
Source: TD, 2009 
The construction work of Route 8 (refer to Figure 5.2) linking the Lantau Island, 
Tsing Yi Island, Cheung Sha Wan in West Kowloon, and Sha Tin in the Northeast 
New Territories of Hong Kong, was completed in 2009. The new road links Sha Tin 
and Chep Lap Kok, with several junctions joining different major roads or highways 
of Hong Kong. The section of Tsing Yi and Cheung Sha Wan (including Cheung 
Tsing Highway, Cheung Tsing Tunnel and Tsing Kwai Highway) serves as an 
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alternative of the Tsing Yi and Kwai Chung Section of Route 3 and is connected to 
the west with Tsing Ma Bridge and Ting Kau Bridge. To the east, the section between 
Cheung Sha Wan and Sha Tin is connected with West Kowloon Highway and is a 
direct connection to the road networks near Container Terminals 8 and 9 (CT8 and 
CT9). Route 8 completed the road network of Hong Kong container terminals. 
Figure 5.2 The Route 8 between Tsing Yi and Cheung Sha Wan 
Source: Highways Department (2006) 
In addition, the Hong Kong-Shenzhen Western Corridor opened in 2007, being the 
fourth cross-boundary vehicular crossing, links Hong Kong with Shenzhen. It not 
only alleviated the nearly saturated existing boundary crossing at Lok Ma Chau, Sha 
Tail Kok and Man Kam To, but also satisfied the future demand. In the long term, it 
will enhance trade between Hong Kong and Southern China, facilitate further 
economic development and strengthen the position of Hong Kong as the hub of the 
PRD region. 
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On the other side, Shenzhen ports are located in the two sides of Shenzhen Special 
Economic Zone. Infrastructure is well developed around the port. There are railways, 
e.g. the Beijing-Guangzhou Railway and Beijing-Kowloon Railway, which are key 
national arteries. Several highways, including the Guang-Shen，Hui-Shen, Shen-Shan 
expressways, join the port with the road transportation network of the PRD and 
Southeast China. These advantages of transport and geography have placed 
Shenzhen in a good position of development and growth (www.sznet.net, 2010b). 
Although road transportation in Shenzhen develops into a- modem network, Hong 
Kong still has an edge. Transport connections between Hong Kong and the PRD are 
crucial factors in determining the containers movements. Though the Western PRD 
and Hong Kong are not well-linked with road network, they are well connected by 
waterways through the Pearl River system. An increasing number of containers from 
Western PRD can be shipped through the Pearl River system directly to Hong Kong 
port by barges while the ports in eastern Shenzhen cannot enjoy these advantages. 
The development of the Western PRD is bound to open a new window to Hong Kong 
as barging containers from the Western PRD is far more efficient and cheaper than 
trucking the containers to Hong Kong or other ports in Eastern Shenzhen. 
According to the interviewees, the representative of shippers (TO 16) and shipping 
agent (TO 13 and TO 14) were all satisfied with the current transport infrastructure in 
Hong Kong. They agreed that the river system linking Hong Kong and Western PRD 
is an advantage over Shenzhen. As each barge can carry over 100 containers, this 
transport mode can achieve greater economies of scale in transportation and higher 
efficiency of fuel usage. Of the total port cargo, river cargo went up by 16.7% in 
2008 over a year earlier to 79 millions tones. Between 2003 and 2008, the average 
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annual growth rate of river cargo (6.1%) was higher that that of seaborne cargo 
(3.9%). This waterway network offers Hong Kong with a competitive container 
transport alternatives, which also helps to reduce pressure on the border control 
points and road congestion between Mainland China and Hong Kong. 
ii) Efficiency and Reliability of Port Services 
The container port of Hong Kong is famous for its efficiency, effective management 
and organization. Hong Kong container terminal operators aim to provide efficient 
container handling services through the application of leading edge technology to 
their operations. For example, the quay crane movement of 28-40 moves per crane 
per hour is a respectable record in any terminal in the world. Hong Kong also has a 
reputation for efficient cargo handling operations. The average turnaround time for 
container vessels is about 13.6 hours. For conventional vessels working in 
mid-stream at buoys or anchorages, it is 37 and 34 hours respectively (Interview 
T013，15th November, 2007). ‘ 
Besides, the key for becoming a successful container terminal operator is high speed 
and accurate exchange of information. A representative of Hong Kong container 
terminals (T006) mentioned that operators invested billions of Hong Kong dollars in 
technological development, for example, Information Exchange Services and tractor 
booking systems, Electronic Data Interchange, one-stop e-business platform and a 
Barge Identity Card system, so as to ensure excellence in container handling services. 
HIT developed a seamless network of computerized information systems - many of 
them integrate parts of the nGen Terminal Management System that directs the 
movement of every container within the yard. A shipping line representative (TO 15) 
is also satisfied with the services of the Hong Kong terminal. 
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Though most of the Shenzhen ports are managed by the same terminal operators as 
that of Hong Kong Port, terminal operators not totally apply all advanced 
technologies in the operation of Shenzhen terminals. Because of the different 
customs system support and computer security system, some systems can not be 
adopted in the port in Shenzhen such as one-stop e-business platform. Due to the 
long history of development on electronic data interchange system and management, 
Hong Kong port has a relative edge on system study and application, which is a 
considerable advantage over Shenzhen port. 
iii) Free and Favourable Business Environment Created by the HKSAR 
Government 
Hong Kong carries out the laissez-faire policy. The HKSAR Government only 
provides the necessary back-up land, navigation channels, some relevant 
infrastructure and utilities, in order to match the forecasted demand of port 
development. Although with such limited support, private terminal operators' 
commercial spirit led them to invest more efficiency. They adopt a more flexible 
operation procedure in order to maximize their profits. Meanwhile, they also 
maximize their efforts and develop creative ideas and initiatives to attract more 
business. This system gives freedom and opportunities to businessmen and 
industrialists to further their development whilst societal resources are allocated by a 
self-regulating market mechanism but not by government planning. It attracts more 
importers and exporters to use the port of Hong Kong to handle their cargoes. Thus, 
Hong Kong is one of the very few free ports in the world that operates under the 
laissez-faire policy and Hong Kong container terminal is the only major fUlly 
privately owned and operated port in the world. 
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The business friendly environment of Hong Kong has also been a major magnet for 
shippers. According to the interviews conducted, most of the users, from warehouse, 
shipping services, trade, terminal sectors (TOOl, T013, TO 14, T021 and T24) were 
satisfied with the customs clearance and tax system in Hong Kong. 
The low tax regime，with a corporate tax ceiling of 17.5% and the absence of any 
capital gains tax，provides a fertile ground for shipping and maritime services to 
flourish. HKSAR Government abolished taxes on wine and beer in 2008. Scrapping 
the tax on wine may help Hong Kong become the world's third-biggest hub for wine 
auctions after London and New York. Such kind of tax reform further promotes the 
development of high valued-added trade service of Hong Kong which matches with 
the terminal operators' aims to provide additional value-added services to their 
customers (HKTDC, 2009). 
The upholding of the "one country, two system" principle by the Government allows 
Hong Kong to maintain its separate customs autonomy with essentially no import 
duties and excise tax. The simple export documentation and customs inspection 
procedures with minimum government intervention are favorable factors for Hong 
Kong as an international hub. Scholars (TO 10 and TO 17)，who are the experts in 
Asia-Pacific study, believed that, benefited from the above, Hong Kong would 
continue to flourish as a port hub serving the South Asian Pacific region and an 
entrepot for the Mainland of China. During 2009，33,160 Ocean Cargo Vessels 
arrived at Hong Kong, using the port of Hong Kong for import or export purpose. 
With the hit of financial crisis in late 2008, this number was even slightly higher than 
the number (32,850) recorded in 2008 (Marine, 2010). 
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iv) Quality of Human Resources 
The optimal planning and management of human resources at container terminals 
plays a crucial role for achieving a high level of productivity and a long term 
development. Hong Kong possesses a skilled, adaptable, and hard-working labour 
force coupled with the adoption of modem British/Western business methods and 
technology. This complements the development of Hong Kong container terminals 
under the principle of the laissez-faire policy and free economy. Hong Kong, with a 
long history of development of container terminal, has abundant human resources in 
related fields. The human resource manager in a Hong Kong terminal (T006) pointed 
out that Hong Kong terminal operators invested hugely on training and development 
of human resources as well as a terminal operating system for gates and container 
yard management. The regular management trainee programme and staff training 
courses are also organized to improve the vibrancy and efficiency on operation. 
During my site visit in Shenzhen on 3rd November, 2007, it was found that a lot of 
managerial level staff in terminal companies or warehouse sectors was actually 
deployed from Hong Kong. A Shenzhen terminal representative (T004) said that their 
company would prefer employing managers from Hong Kong as their reliability and 
experience were important to terminal operation even though their salary was much 
higher than the mainlanders. It indicated that the quality of human resources, in terms 
of managerial skills, in Shenzhen still heavily relies on the professionals of Hong 
Kong and needs time to develop. 
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5.1.2 Weaknesses 
The following section illustrates the weaknesses of Hong Kong port, namely (i) high 
set up and operational cost of port and (ii) constrained physical conditions. 
i) High Set Up and Operational Cost of Port 
The high cost factor is one of the main obstacles for Hong Kong in maintaining its 
status as an international hub. In the set up stage, the operators have to pay a huge 
amount of land price and spend a huge capital for reclamation and construction of 
facilities. Among the five terminal operators in Kwai Chung, HIT is the largest 
player with or without CHT. In 1988，HIT paid land price of over HK$4.4 billion to 
Hong Kong Government to acquire a piece of land in Kwai Chung to develop the 
terminal and storage area (Interview T007, lO^ h November, 2007). 
Not only the set up cost of port is high in Hong Kong, the operational cost is also 
high. In the operation of ports, there are two main costs: (i) container handling tariff • 
that is paid by the shipping companies to the terminal operators and (ii) terminal 
handling charges (THCs) that is paid by the shippers to shipping companies. Hong 
Kong is often criticized by the shipping companies of having the highest container 
handling tariff in the world. From the interviews, nearly all interviewees agreed that 
the charges were too high. The representatives of terminals (T024) and shippers 
(TO 13) explained that part of the reason for the high costs was to cover the high land 
price. The THCs of Hong Kong terminal was also substantially higher than all other 
ports. The shipping lines representative (TO 15) told that actually many shipping 
companies were trying to rationalize such huge expenditure by adopting two main 
methods with the terminal operators. The first was to carry out a joint terminal 
process to lower the cargo handling tariff by cooperating with terminal operators for 
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getting business from shippers. For example, a contract is signed with terminal 
operators to promise that certain number of goods must be transported through their 
terminal with a reward of a lower handling tariff. The second one was to negotiate on 
favorable terms (such as better discount or better service) with terminal operators. 
Cross-boundary freight transportation also involves a very high cost. As told in the 
interviews with a cross-boundary driver (T003) and a manager of a trade company 
(TO 18), if the cost of transporting a twenty feet container within Shenzhen is about 
HK$800, the cost of transporting the same container to Hong Kong is about 
HK$ 1,400，which is 75 percent higher. Therefore, it is easy to note that the difference 
between the transportation cost of crossing the boundary and transportation cost 
within the PRD is very large. 
At regional level，it is about US$200 more expensive to route a container truck from 
Dongguang to Hong Kong than to the nearby mainland port of Yantian. This 
comparatively lower local inland transport cost within the region is attractive to the 
consignees especially small enterprises with less cargo volume to be transported and 
many shippers who have their shipments shipped directly from other ports in the 
PRD (The Hong Kong Shipping Council, 2006). 
The high cost of Hong Kong is a hindrance to compete effectively with other ports 
especially Yantian or other ports in the PRD that are renowned for lower costs. 
ii) Constrained Physical Conditions 
The Hong Kong container port is situated in the Kwai Chung-Tsing Yi basin, which 
has 7, 694 metres of deep water frontage, covers a total terminal area of about 279 
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hectares including container yards and container freight stations： In line with the 
value-added service and development of packing industry in the Hong Kong 
container port, a larger back-up land for expansion，storage and value-added facilities 
is required. However, the HKSAR Government representative (T008) pointed out 
existing waterfront and land that is located close to the container terminal is very 
limited, compared with Shenzhen port. HKSAR Government originally intended to 
develop CTlO/11 in Penny's Bay where a large piece of land was identified for 
storage of goods. However, the HKSAR Government finally chose this area to 
develop the Hong Kong Disneyland in order to boost the tourism. The limited land 
availability hinders the future extension of Hong Kong container port. 
5.1.3 Opportunities 
With the following five opportunities, namely (i) Mainland and Hong Kong Closer 
Economic Partnership Arrangement (CEPA), (ii) rising Chinese market, (iii) support 
from HKSAR Government and (iv) the construction of the Hong Kong - Zhuhai -
Macao Bridge, port development of Hong Kong is not pessimistic. 
i) Mainland and Hong Kong Closer Economic Partnership Arrangement 
(CEPA) 
To further enhance the level of economic and trade exchanges and cooperation 
between the Mainland and the HKSAR, the two sides signed the CEPA to further 
liberalize trade in goods and services in the Mainland for Hong Kong, thus 
enhancing financial cooperation between both sides. The Mainland and Hong Kong 
signed the main text of CEPA on 29 June 2003 and its six annexes on 29 September 
2003. Pursuant to Article 3 of CEPA, which provides that the two sides will broaden 
and enrich the content of the Arrangement through continuous and fiirther reciprocal 
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liberalization, the two sides signed six Supplements of CEPA on 27 October 2004, 18 
October 2005, 27 June 2006, 29 June 2007，29 July 2008 and 9 May 2009 
respectively. From 1 January 2006, the Mainland shall fully implement zero tariffs on 
imported goods of Hong Kong origin. Imported goods subject to zero tariffs must 
fulfill the rules of origin confirmed after consultation by both sides. CEPA I 
generated about HK$1.6 billion worth of services receipts for companies in the 18 
services sectors engaging in exports of services to the Mainland in 2004. This is 
equivalent to 2.6% of these companies' overall services receipts from this market. 
The amount was more than doubled to HK$3.8 billion or 5.5% in 2005 (TID, 2010). 
The value of imports from the Mainland of China in 2005 and 2009 was 
HK$1,049,335 million and HK$1,249，374 million respectively (TID, 2010). 
Although the percentage change in the value of imports from the Mainland of China 
in 2009 over 2008 was 11.4%, its share in total imports in 2009 was 46.4% which 
occupied nearly half of the total imports (see Table 5.1). On the other hand, . 
re-exports originating from the Mainland of China in 2005 and 2009 were 
HK$1，313,211 million and HK$1，503,319 million respectively. Although the 
percentage change in the value of re-exports originating from the mainland of China 
in 2009 over 2008 was 12%, its share in total re-exports was 62.3% (see Table 5.2). 
This illustrated that even the world experienced the financial tsunami during 2008 
and 2009; the trading relationship between Hong Kong and Mainland China was on 
rise. 
64 
Table 5.1 Hong Kong's Imports by Main Supplier, 2009 
Share in Change 
Main Supplier HK$ million total imports over 2008 
The Mainland of China 1，249,374 46.4% -11.4% 
Japan 236,369 -20.6% 
Taiwan 175,649 -8.5% 
Singapore 175,659 -10.4% 
United States 142,137 -5.7% 
Korea 103,046 3.8% -12.7% 
Malaysia 68,016 2.8% 
Source: TID，2010 
Table 5.2 Hong Kong's Re-exports by Main Origin, 2009 . 
Share in Change 
Main Supplier HK$ million total imports over 2008 
The Mainland of China 1,503,319 62.3% -12.0% 
Japan 177,690 -18.4% 
Taiwan 156,311 -12.3% 
Singapore 83,790 3.5% -9.8% 
United States 82,075 3.4% -5.7% 
Korea 55,576 2.3% -1.4% . 
Malaysia 47，179 — 2.0% -0.6% 
Source: TID, 2010 
CEPA-induced business receipts obtained by Mainland operations established by 
Hong Kong service suppliers, however, fell notably by 11.4% in 2009. This was 
dragged mainly by the performances of the freight forwarding agencies and transport 
and logistics, with their CEPA-induced business receipts plunged by 30% and 18% 
respectively amidst the slump in world trade in the aftermath of the global financial 
crisis. On the other hand, service areas with stronger business focus on the Mainland 
market were better shielded from the global economic downturn as the Mainland 
economy experienced a rapid recovery since the second quarter of 2009. The 
CEPA-induced business receipts of advertising/audiovisual and distribution, for 
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example, expanded by 25% and 5% respectively for 2008 and 2009 (TID，2010). 
In this connection, CEPA certainly opens up new and unprecedented opportunities 
for Hong Kong. It enhances the economic bonding between the Mainland and Hong 
Kong, particularly export and re-export trade in Hong Kong is benefited which 
further promotes joint development of the two sides as well as the port cooperation. 
ii) Rising Chinese Market 
Since the adoption of open door policy of China in 1978, the country has developed 
rapidly due to the release of restrictions on trade and investment. The PRD was one 
of the areas that have a higher economic growth rate than the country as a whole. 
With abundant supply of land and cheap labour as well as loosening of government 
control on market，the Guangdong Province especially the PRD region attracted 
many foreign investors from Hong Kong and overseas. Over time, many Hong Kong 
investors continued to invest or move their manufacturing industries to other parts of ‘ 
the GPRD. Thus, they choose Hong Kong as the middleman and re-transit their 
products in light of their affection with Hong Kong. 
Business receipts and other income of ship agents and managers as well as local 
representative offices of overseas shipping companies of the shipping industry in 
Hong Kong were high in 2009，which was about HK$5 billion. The profits of ship 
owners or operators of sea-going vessels in Hong Kong were much higher, which 
was about HK$45 billion (CSD, 2009a). These figures clearly indicated that Hong 
Kong was becoming an important and profit-making middleman in the PRD through 
the process of re-export. With the rising Chinese market, the role of Hong Kong will 
be more important. 
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iii) Support from HKSAR Government 
Recently, the Hong Kong Government took an active role in formulating strategies to 
build new port facilities and coordinating the private sector in developing their 
businesses, e.g. trigger-port Mechanism, Territorial Development Strategy Review, 
Port and Airport Development Strategy and Port Development Strategy Review 2001. 
One of the key initiatives was the Study-on Hong Kong Port - Master Plan 2020 
commissioned by the Economic Development and Labour Bureau (EDLB) and was 
undertaken by GHK (Hong Kong) Ltd in partnership with Scott Wilson Limited. Its 
objective was: 
“ to formulate a competitive and sustainable strategy and master plan 
for port development over a 20-year planning time frame. The critical 
priority is enhancing the competitiveness of existing port assets. This will 
enable Hong Kong to: retain a leading position in the provision of port 
services in South China; provide a sound basis for fiirther port expansion; 
and secure sustainable economic benefits for the HKSAR community." 
(EDLB, 2004) . 
With government support, port development could blend in the development of the 
whole territory to overcome the current constraints and gain more possibilities. A 
representative of Transport and Housing Bureau (T008) pointed out in the interview 
that the government will further develop the Hong Kong container port with the 
purpose on enhancing its competitiveness and providing enough jobs for local ‘ 
people. 
iv) The Construction of the Hong Kong 一 Zhuhai 一 Macao Bridge 
The construction work of Hong Kong-Zhuhai-Macao Bridge (Figure 5.3) was 
started at the end of 2009 and was expected to be completed before 2016. The bridge, 
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costing RMB¥6.75 billion and 36.3 km long, would connect Hong Kong with the 
west side of the PRD. The functions of the bridge are (i) to meet the demand of 
passenger and freight land transport among Hong Kong, Mainland (particularly the 
region of Pearl River West) and Macao, (ii) to establish a new land transport linkage 
between the east and west coasts of the Pearl River, and (iii) to enhance the economic 
and sustainable development in the three places. To line in with the industrial 
development of western PRD, Hong Kong - Zhuhai - Macao Bridge can enhance the 




















































































While many opportunities are promising to Hong Kong port development, four 
threats exist，namely (i) the competition from nearby ports, (ii) disinvestment of local 
Container Terminal business, (iii) disinvestment of shipping companies, and (iv) 
environmental conservation, 
i) The Competition from Nearby Ports 
Hong Kong is facing increasing competition from neighbouring ports, mainly 
mainland China and Singapore. During my interviews, some shippers predicted that 
Singapore will continue to be the competitor with Hong Kong as Singapore gained 
the leading position of throughputs in 1998 and 2005 (Marine Department, 2009). On 
the other hand, ports in China, especially Shenzhen, are another powerful competitor. 
This could be revealed in the fact that the throughput of these ports were increasing 
rapidly. At the same time, more and more Hong Kong terminal operators invested in 
the port of Mainland, such as Yantian port and Dachan Bay. In terms of basic • 
monetary cost comparisons, Hong Kong has higher THCs than the Shenzhen port, 
and relatively high road haulage costs to and from Mainland China. The truth is that 
the production cost in Shenzhen is very low at this moment. Most of the ports in the 
Mainland have a comparative advantage in production cost. Due to the proximity of 
these ports to Hong Kong, their low production costs and their increasing investment 
in the ports, competition from them is inevitable. 
ii) Disinvestment of Local Container Terminal Business 
Facing high production costs, oil price, land price and other costs, the Hong Kong 
terminal operators tend to protect their own interests as well as economic and 
strategic position rather than reduce the container handling tariff. They bought stakes 
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in ports in the South China. For example, HIT increased its stakes of the Yantian Port 
to 65% while at the same time, it sold 20% of the stake of its Hong Kong port' 
business in 2005 (of which 10% was sold to the Port of Singapore Authority). Not 
only HIT, MLT also increased its investment in the Dachan Bay. Their investment 
showed that they avoid putting all eggs in the same basket and thus diversed their 
investment in different terminals within the same region. However, their increased 
investment in the PRD while decreasing their investment in Hong Kong implies a 
more fierce competition of resources from the terminal operators. The representatives 
(T007 and TOO8) of terminals admitted that the investment plan from Hong Kong 
terminal operator changed in these years and more resources would be invested to 
open the mainland China market because the port industry in Hong Kong was 
relatively saturated. 
iii) Disinvestment of Shipping Companies 
As mentioned, local shipping companies are facing many difficulties such as high • 
transportation cost and high THCs which in turn reduce their profits. During the 
interview, the representative of shipping companies and shippers (TO 15 and TO 19) 
were negative towards their future investment in Hong Kong. They pointed out that 
some companies were investing in mainland China and set up a sub-office to develop 
their shipping business there for the lower land price and labour cost. They were 
even focusing on the market in mainland China rather than that in Hong Kong. The 
manager of a shipping line (TO 15) further expressed his view that the office setup in 
Mainland China benefited them to get closer relationship with customers. With their 
pessimism on the future of port development in Hong Kong and in turn their 
disinvestment here, the market share of the ports in the PRD may increase. 
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iv) Environmental Conservation 
Recently, the level of awareness on protecting the environment is rising. Marine • 
emissions and emissions arising from port operations must be reduced for the sake of 
environmental protection. The terminal operators are encouraged to implement the 
environmentally friendly infrastructure that could reduce port emission. However, 
the cost of this infrastructure is relatively high. On the other hand, the environmental 
impacts of reclamation are concerned by citizens and green groups. Reclamation is 
thus not encouraged even if it can provide land for port facilities in Hong Kong to 
relieve the problem of a lack of back-up land. Thus, the future port development of 
Hong Kong has been restricted. The staff from environmental conservation 
organization (T009 and T022) showed their concern on the water quality in Hong 
Kong. They thought that the water area was shared by both HKSAR Government and 
Shenzhen Government and thus, both governments had responsibilities to protect it. 
On the other hand, the terminal operators should also bear the social reasonability to 
cooperate with environmental conservation groups in environmental protection. . 
5.2 Comjparative Advantages of the Shenzhen Ports 
The previous section identified factors that are favourable and unfavourable to port 
development in Hong Kong. As the port in Hong Kong needs to interact with other 
ports, and the fierce competition between ports in Hong Kong and Shenzhen is on 
continuous debate, this section attempts to find out the edge or comparative' 
advantages of Shenzhen port. 
There are mainly three competitive edges possessed by Shenzhen ports, namely (i) 
improvement on "restricted" economy, (ii) closeness to the hinterland, and (iii) lower 
operational costs. 
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i) Improvement on "Restricted" Economy 
Before the 1970s，the Chinese Government implemented the planned economy 
system. Thus, import and export trading was monopolized by some selected 
companies in Hong Kong. Hong Kong was the major route for international trading 
between China and the world, the relationship between mainland China and Hong 
Kong was therefore closer. However, starting from the 1980s, the Chinese 
Government implemented the economic reform and the open door policy. Five 
Special Economic Zones were set up and 14 selected cities along the coastal area 
were allowed to implement the open door policy. Shenzhen is one of the five Special 
Economic Zones. The representative of a warehouse company (T002) in Shenzhen 
indicated that the implementation of Free Trade Zones in Shenzhen attracted many 
customers due to the improvement on efficiency and reduction on tax. 
Shenzhen becomes increasingly the desired port for larger shippers as customs 
flexibility at Shenzhen improved over these several years. The Chief Assistant • 
Secretary of the Transport and Housing Bureau in Hong Kong (T008) believed that 
the improvement of customs regulation of China after China entering WTO and the 
rapid development of Shenzhen port, especially Yantian, posed a threat to Hong 
Kong port development. 
ii) Closeness to the Hinterland 
On the other hand, the closeness of Shenzhen port to its hinterland is an edge that one 
cannot overlook. Due to high land price, high labour cost and high operational cost in 
Hong Kong, many industries were relocated from Hong Kong to mainland China, e.g. 
Shenzhen and Dongguan since the 1990s. This in turn raised the transport cost for the 
longer distance involved. However, on the other hand, goods for shipment through 
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the Shenzhen ports came from the surrounding areas. In this case, the closeness of 
Shenzhen to the production base of goods means lower transport costs and shorter 
time. 
iii) Lower Operational Cost 
Shenzhen possess a lower operational cost than Hong Kong like transport cost. In 
addition, THCs，one of the setbacks in port development in Hong Kong, is US$133 
per 20 feet container cheaper in Shenzhen than in Hong Kong. 
Furthermore, the high operational cost in Hong Kong pushes investors to go to the 
PRD to invest. Thus most of the container terminals in Shenzhen are co-invested by 
Chinese-foreign joint venture. As a reflection of their own strategic positions and 
self-interests, these Hong Kong operators, usually big investors who have great 
stakes in South China ports, are more likely to take a regional, as opposed to purely 
local, point of view. These big operators, e.g. MTL and HIT, have similar facilities in • 
China. Therefore, they see no urgent need to build new berths or reduce the handling 
charges in Hong Kong. They are most likely looking for more investment 
opportunities in China. On the other hand, smaller and new operators see new 
terminals as the only opportunity for them to increase their shares in a profitable 
market. To both sides, Shenzhen is the perfect place for infiltration or expansion of 
business in view of the huge Chinese market, regional development, low cost and the 
ample land supply. 
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5.3 Summary 
This Chapter starts with the identification of strengths, weaknesses, opportunities and 
threats of Hong Kong port to elucidate the environment and position of the Hong 
Kong port and then proceeds to analyze the competitive edges of both Hong Kong 
and Shenzhen ports. Hong Kong port has a lot of competitive edges. It has good 
transportation network with mainland China, efficiency and reliability of port 
services, favourable business environment and professionalism of human resources. 
The Hong Kong port still matches the requirements of the shippers. The development 
of mainland China provides a lot of opportunities for Hong Kong. Thus, the 
container throughput of Hong Kong port still keeps increasing. However, the limited 
physical expansion of port and high operational costs are limiting the development of 
the port business. 
However, the container throughput of Hong Kong is increasing at a decreasing rate. 
Part of the reasons was the rise of Shenzhen ports. The implementation of market • 
reform and open door policy, coupled with low operational costs and shorter distance 
to the production base, are definitely Shenzhen's edge over Hong Kong. The issue of 
cooperation will be discussed in the next section. 
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CHAPTER SIX 
COOPERATION BETWEEN HONG KONG PORT AND SHENZHEN PORTS 
Last chapter illustrates that the Hong Kong port and Shenzhen ports have their own 
competitive edges over another. As Hong Kong port and Shenzhen ports are sharing 
the same hinterland - the PRD, economically, competition among the ports in these 
two areas cannot be avoided. At the same time, cooperation seems exist between the 
ports of these two cities. It is obvious that these two cities have an intriguing 
relationship. This chapter would discuss the following: i) the relationship between 
Hong Kong port and Shenzhen port, ii) their possibility of cooperation by first 
identifying the scope of cooperation and iii) the obstacles hindering "further" 
cooperation which burden the systematic regional port development. 
6.1 The Relationship between Hong Kong Port and Shenzhen Ports 
The relationship between Hong Kong and Shenzhen ports can be illustrated through • 
six competition and cooperation models based on the geographical factors and the 
port ownership pattern of terminal operators. These models include three competition 
models which are inter-port competition, inter-competition within a port cluster and 
intra-port competition within a port，and three cooperation models which are 
inter-port co-operation, inter-port cooperation within a port cluster and intra-port 
co-operation within a port. 
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6.1.1 Competition 
i) Inter-port Competition 
The first type of competition focuses on two specific competing ports in order to gain 
an increased market share or to improve their relative positions in specific traffic on a 
commodity level such as the container trade. To cite an example, the ports of Hong 
Kong and Shenzhen face inter-port competition as they are competing for the market 
share. 
ii) Inter-competition within a port cluster 
The second type of competition is inter-competition within a port cluster. This is the 
competition between ports with joint geographical characteristics. They are very 
close and provide similar services. All ports in the PRD, including Hong Kong, 
Yantian, Shekou, Huangpu, share the same coastline and have a more or less 
common hinterland (i.e. the PRD). These ports compete with each other as the 
. locational advantage is shared by all. ‘ 
iii) Intra-port competition within a port 
The last type of competition found in Hong Kong is intra-port competition. It means 
that there is competition at an operator level within a single port. In Hong Kong, 
there are presently five terminal operators. They are competing with each other for 
attracting more shipping lines to use their facilities. Actually, these operators not only 
involve in intra-port competition, they also involve in inter-competition in port 
clusters as some of them have stakes in other ports in the PRD. 
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6.1.2 Cooperation 
i) Inter-port Cooperation 
The first type of cooperation focuses on two specific ports which share the same 
source of cargos. However, their relationship in some aspects is cooperating with 
each other. For example, cooperation exists between Hong Kong and Yantian through 
the common ownership of Hutchison Port Holdings Group, between Hong Kong and 
Shekou through common ownership of COSCO，between Hong Kong and Chiwan 
through common ownership of MTL and between Hong Kong and Singapore 
through the common ownership of the Port of Singapore Authority. This type of 
cooperation is not limited by location or geographical factors and is mainly found in 
the ports owned by the same company. The two ports can locate in different cities, 
but sharing the same resources, such as technology development plan or human 
resources. 
ii) Inter-port cooperation within a port duster 
The second type of cooperation is inter-port cooperation within a cluster. This 
happens between ports within a port cluster with joint geographical characteristics. 
Different with the Inter-port cooperation, the relationship between two ports is highly 
affected by their location as they are sharing the same hinterland. This kind of 
cooperation can be found in government level. For example, the Shenzhen and Hong 
Kong Governments cooperated to deal with the cross-border transportation problem 
such as co-location of immigration and customs facilities. On the other hand, there 
are co-operation at company level. For example, HIT promotes the upgrading of 
electronic system so that the information (e.g. updated weather news of the two cities) 
between Hong Kong and Shenzhen ports can be exchanged in order to facilitate the 
terminal operation. 
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iii) Intra-port co-operation within a port 
The last one is intra-port cooperation within a port. Both competition and-
cooperation can be found within a single port. For example, the Hong Kong 
Container Terminal Operators Association Limited (HKCTOA) was established in 
June 1999 by the container terminal operators ofKwai Chung Port of Hong Kong. Its 
mission is to promote the Port of Hong Kong as the key container hub port of the 
region providing premier service to the container shipping industry. The Association 
also aims at increasing the competitiveness of the Port and making positive 
contributions to areas of public interest such as traffic，employment and environment. 
6.1.3 Partnership between Hong Kong Port and Shenzhen Ports 
It is a common belief that Hong Kong and Shenzhen ports are competing with each 
other because of the rising status of Shenzhen ports at the cost of Hong Kong port. 
During my interviews, some of the interviewees explained that both places were 
competing to be the No. 1 of the region as they shared the same hinterland - the PRD. • 
However, this does not mean that the relationship between Hong Kong and Shenzhen 
is purely competition only. Cooperation exists between them. 
In addition, when studying cooperation and competition issues in ports business and 
operation in Hong Kong and Shenzhen, there are many players, e.g. governments, 
terminal operators, shipping companies, shippers, truck companies, NGOs and 
citizens. This section illustrates the current mode of cooperation among different 
levels of major players between the two ports - Hong Kong and Shenzhen. They are 
(i) Government and the port industry, (ii) among different regional offices of the 
same terminal operators and (iii) among governments. 
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i) Government and the Port Industry 
Two government departments are responsible for port development in Hong Kong: 
They are Hong Kong Port Development Council and Hong Kong Maritime Industry 
Council. They aim at maintaining Hong Kong as an international shipping centre and 
world class terminal as well as increasing the port competitiveness. In order to 
achieve their aims, opinions from the representatives of the port industry is valuable. 
Thus, regular meetings are held with these representatives to listen to their views on 
the development of local port. In the meetings, both sides exchange opinions on the 
current situation of the port, problems and obstacles faced by the industry (e.g. 
increased operational cost arising from the increased oil prices) and identify scope 
whether the government can assist the industrialists. 
This meeting serves as a proper way of communication between the government and 
the port industry as it involves different representatives of the industry, e.g. terminal 
operators and shipping companies. These representatives usually come from . 
multi-national companies that invest in both Hong Kong and Shenzhen. Therefore, 
they are active in expressing their views and in turn contribute to the regional port 
development by applying their fiill understanding on the two ports. 
ii) Among Different Regional Offices of the Same Terminal Operators 
Different terminal operators hold different views on the investment strategies. Some 
may prefer diversification, while some may prefer resources redeployment to a new 
place. In terms of regional development, these different investment strategies of 
different branches of the same terminal operators bring both cooperation and 
competition. For example, many terminal operators co-invest in both Hong Kong and 
Shenzhen to minimize the risk by diversification of investment, e.g. HIT and MTL. 
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The Hong Kong and Shenzhen branches are competing to have more profits and a 
larger marker share than the others, aiming to become the No. 1 of the company. 
But on the other hand, the terminal operators can coordinate and pull together the 
resources to develop large-scale projects, e.g. IT systems and human resource 
training. In addition, shippers can enjoy flexibility on the shipping schedule. To a 
certain extent, the port development of both places is beneficial as the terminal 
operators take into account their interests on both places. In this sense, different 
branches of the terminal operators are cooperating. 
iii) Among Governments 
Central government and Guangdong Provincial Government formulated regional 
development plan for the Guangdong Province. Based on the characteristics of 
individual ports and the development of their own hinterlands, ports in the PRD were 
assigned with different positions. In the 11出 FYP, Hong Kong was designated as the 
main port for the region while other ports in the regions as feeder ports or regional 
ports. 
The Guangdong 11th FYP also puts forward the idea of enhancing co-operation 
among Guangdong, Hong Kong and Macao. It proposes to speed up the construction 
of outbound expressways linking up with surrounding provinces/regions and the 
Pan-PRD Region, and particularly puts emphasis on outbound railways development. 
The regional highway hub cities, such as Shenzhen, Guangzhou and Zhuhai, which 
contain major ports, major railway nodes and airports, should be planned in a 
comprehensive manner in order to develop them as integrated transportation hubs. 
Following the improvement of the Mainland's transportation network, Hong Kong 
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are now improving its boundary crossings and handling capacities, and establish 
efficient and convenient direct links with neighboring comprehensive transportation • 
hubs. This would facilitate rapid cross-regional movement of major economic factors, 
shorten the spatial distance with the Mainland and develop closer links with 
provinces and cities throughout the nation. 
To align with the regional development set out by the Central and Provincial 
Governments, local governments launch new initiatives for urban infrastructure such 
as the construction of new expressways and feeder ports for connecting the 
Guangdong Province with other part of China to transport the cargo. They also carry 
out new drives to enhance their degree of internationalization e.g. shortening the 
procedures of company registration. All these new policies enhance the cooperation 
of various cities in the region. 
6.1.4 Limitation on the Current Cooperation 
Although certain degree of cooperation exists among various players as mentioned 
above，the current cooperation is a superficial and shallow one. Indeed, HKSAR 
Government and the port industry held regular meetings to discuss the foture of 
Hong Kong port. However, the representatives from the industry just focus on local 
development and economic benefits, and thus do not provide views on regional 
development or cooperation like how Hong Kong port can cooperate with the 
Shenzhen port. Clearly, these meetings only serve as a channel of communication or 
limited cooperation rather than a real and valuable one. There is room for 
deeper/further cooperation by focusing on the benefits of all such as how to reach 
genuine and beneficial regional development (e.g. investment direction of the 
companies and factors affect their investment plans). 
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In addition, the investment strategies of the terminal operators are profits-driven. 
Their decisions are made on economic and regional perspective of the companies but 
not for the sake of development of the two cities. It is thus obvious that this 
cooperation is not a long term one as this mode would be affected by a change in the 
macro and micro environment, interests of the companies and change in the shares of 
the companies. 
Last but not the least, there appears to be cooperation among governments. However, 
the regional development plan is just a framework without a definite timeline and 
detailed planning (e.g. a clear definition of the position as a "main port" and "feeder 
port"). Coupled with the prevailing regional protectionism, such cooperation is 
limited and glooming. Such limitations imply that there is room for a genuine, deeper 
and further cooperation. But why such cooperation is not carried out? The next 
section addresses this question. 
6.2 Potential of Further Cooperation between Hong Kong Port and Shenzhen 
Ports 
The previous section illustrated that both cooperation and competition exists in the 
relationship between the ports of these two cities. As port development of Hong 
Kong and Shenzhen is both prosperous, it would definitely be a loss to the 
development of the GPRD as a whole if competition between them depreciates either 
one or even leads to the fall of either one. Cooperation between different 
stakeholders is thus necessary and essential to achieve a win-win situation and 
prosperous regional development. Based on the characteristics of Hong Kong and 
Shenzhen ports illustrated in the last chapter, four issues that need cooperation 
between the two cities are，namely, (i) market changes: shifting of industries from 
83 
Eastern PRD to Western PRD, (ii) complementary of the other's weaknesses, (iii) 
environmental conservation, and (iv) over-competition: duplicated infrastructure. 
6.2.1 Market Changes: Shifting of Industries from Eastern PRD to Western 
PRD 
The PRD has long been an economic zone with a long history of industrial 
development. Given the massive scale of its export sector, the region becomes an 
important industrial market of all sorts of inputs, materials, and capital goods. It is 
also a major market for trade-related services with a huge demand on transportation 
support. According to the Urban Cluster Coordinated Development Plan of the PRD 
2020 announced by the National Development and Reform Commission on 
December 2008, the PRD was divided into central, eastern and western regions. The 
Guangdong Provincial Government, in recent years, has been actively promoting the 
development of the Western PRD. Due to the high land price，high level of salary and 
shortage of land supply in the Eastern PRD, a certain proportion of traditional • 
industry is migrating to the Western PRD. The Western PRD is leveraging on its role 
of absorbing the excessive workforce induced by the industrial restructuring in the 
Eastern PRD. As a result, industrial development of the Western PRD is speeding up 
and the export market becomes larger in the Western PRD. A port cluster with high 
capacity to support the huge amount of goods exports needs to be further developed. 
In terms of industrial positioning of the three regions in the PRD, the Plan set aside 
three major manufacturing clusters including the central construction material cluster, 
the eastern electronics and electrical equipment cluster, and the western home 
appliance, hardware, and textile cluster, with a mix of petrochemicals, iron and steel 
smelting, as well as paper making. In this case, the mode of industrial development 
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of the western region is a mix of heavy industry, high-tech industry and service 
industry, which does not overlap with that of the eastern and central regions of the 
PRD. 
In this sense, it can be seen that industrial restructuring continues in the central, 
eastern and western regions of the PRD. In the past decade, the economic interaction 
of Hong Kong and Shenzhen was heavily concentrated on the eastern and central 
regions as their hinterlands. However, as time changes, these two cities need to fit in 
with the new industrial development of the PRD in order to develop their own port 
industry. Thus, a good division of labour between Hong Kong and Shenzhen port is 
essential taking into account their own advantages. Due to geographical proximity 
and the associated transportation cost, goods from Zhuhai, Zhongshan and Jiangmen 
of the Western PRD use Hong Kong for export, while goods from the Eastern PRD 
use Shenzhen port. 
It is thus essential for them to cooperate and obtain blessings from the central 
government to provide resources and other policy support. Then these two cities can 
better plan the future port development in order to keep up with the new trend on the .. 
industrial development of hinterland. In turn, such cooperation enhances the 
snowball effect of agglomeration and facilitates division of labour when these two 
cities form a twin-port city. In this way, the logistics industry within the PRD will 
develop prosperously, and in turn strengthen the industrial development of the PRD. 
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6.2.2 Complementary of the Other's Weaknesses 
An efficient port attracts more shippers and shipping companies. Speed and" 
reliability of port services and liner shipping connectivity are closely related to port 
efficiency. More shipping companies and shippers will be attracted to stay and invest 
in an area if a comprehensive and well-developed logistics network is present. Hong 
Kong port and Shenzhen port have their own comparative advantages, which can 
complement the weaknesses of another and thus form a port cluster to provide 
comprehensive services to shippers. Port operation and customs processing of the 
two cities will be illustrated as an example. 
Efficiency of port and customs processing is one of the main factors affecting the 
shippers' decisions on the port usage and the overall efficiency for goods shipped 
through Hong Kong and Shenzhen ports. At present, customs clearance procedures in 
Mainland ports are still relatively complex and lack transparency. In comparison, 
such procedures in Hong Kong are much more efficient. Customs clearance at land • 
boundary crossings in Hong Kong takes only 15 to 30 minutes while the same 
formality requires one to two days in Mainland ports. According to experience from 
representatives of logistics company (TOOl) and terminal (T005), even though •“ 
Shenzhen Yantian bonded logistics center, which was developed from the previous 
Yantian bonded zone, has been in operation since 2004，some of the shipping 
companies still complain its efficiency. Therefore, the shippers and shipping 
companies usually transport shipments requiring high time efficiency by container 
trucks through land boundary crossing to Hong Kong wharf for loading onto ships. 
However, the director of Hong Kong Containers Terminal Association Limited 
(TO 11) and the manager of a trading company (TO 18) complained that using land 
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boundary crossing to Hong Kong for shipping always faces the problem of traffic 
congestions at boundary crossings. Recently, due to inadequate handling capacity at 
land boundary crossings, the queuing time is getting increasingly long, affecting the 
efficiency of Hong Kong's logistics industry. In contrast, efficiency of customs 
clearance has been improving at Mainland ports, coupled with lower costs, more and 
more shippers choose Mainland ports for direct shipment, which poses a threat to the 
development of Hong Kong's logistics industry. 
On the other hand, there are signs of increase in the shipment of goods through the 
PRD inland waterway to Hong Kong for loading in recent years because of lower 
cost than using the land transport and minimal environmental impact. Therefore, the 
Hong Kong Government should input more resources to actively support the calls to 
dredge and clear the PRD inland waterways, so that the development of a river barge 
transshipping industry is encouraged. 
To enhance the efficiency of port and customs processing of the two cities as a whole, 
it is suggested that closer relationship between Hong Kong and Shenzhen is to be 
built to integrate the process of customs processing. For example, effective from 16 •• 
April 2005, the unified cargo manifest has been used in all land ports between Hong 
Kong and Shenzhen with prior submission of customs documents. This cooperation 
can facilitate data sharing and information exchange as well as set out advanced 
model for customs cooperation. It indicates that co-location cooperation can be 
established and is feasible between Hong Kong and Shenzhen. 
Hong Kong and Shenzhen have the common requirements for trade security and 
facilitation. Therefore, Hong Kong and Shenzhen can further integrate their own 
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resources to simplify clearance procedures. This can help to eliminate duplicated 
inspection, and lower clearance costs so as to improve efficiency of clearance, reduce, 
costs of trans-customs cargoes clearance and promote logistics development. Smooth 
and efficient communication and coordination mechanism are prerequisite of 
cooperation. Thus, sincere coordination and mutual understanding are needed. 
6.2.3 Environmental Conservation 
Since the last decade, as the global community has become increasingly concerned 
about environmental issues, terminal operators aim to be "green" as a matter of 
conscience. Societal pressures acting towards that direction motivate further ‘green’ 
initiatives. Certainly ports must comply with environmental laws and regulations in 
order to avoid enforcement actions by the responsible government agencies. Often 
there is a need for a port to seek government approval for its physical expansion or 
even operational expansion when it operates in an urban setting or areas near 
environmentally sensitive areas. ‘ 
For the case of Hong Kong and Shenzhen, both of them are located in the PRD. 
These cities are closely linked to each other through transportation, resources “ 
network and water areas, so do the urban environmental problems like different kinds 
of pollution. The port development in this region is gaining paces in recent years. 
The consequences can be water or air pollution emitted by oil ships and vehicles. 
Environmental conservation will continue to be of utmost importance. Proper 
management of water bodies and sediments, air emissions, waste reception facilities, 
and modal split of port-related hinterland traffic are 'hot button' issues in today's port 
policy agendas. Relevant authorities need to effectively coordinate the 
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implementation of strategies to improve water and air quality in Hong Kong and 
other PRD cities, including Shenzhen, and work with the power, shipping, logistics 
and port operation sectors to explore ways to reduce emissions. 
Developing a coordination mechanism on environmental conservation policy for 
ports with all market actors involved in maritime related supply chains is desirable. 
Coordination on environmental issues leads to more effective hinterland chains and 
enables ports and stakeholders to determine how relevant measures with a supply 
chain effect should be implemented. Besides, coordination also leads to sharing of 
costs of environmental initiatives, reduced competition and eventually high 
reputation of the ports. Thus, Hong Kong and Shenzhen need to carry out a 
cross-boundary green plan for long term port development. 
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6.2.4 Over-competition: Duplicated Infrastructure 
The Chief Assistant Secretary of Transport and Housing Bureau of Hong Kong • 
(TOO8) predicted that the problem of duplicated infrastructure will occur in the PRD 
due to over competition of port. Although this problem is yet to happen, every city in 
the PRD is actively building infrastructure and ports, especially Shenzhen and .• 
Guangzhou. 
The 11th Five-Year Plan of China explicitly supported Hong Kong to develop the 
logistics industry and as an international shipping centre. This was in line with the 
Strategic Plan for the National Coastal Ports announced by the Ministry of 
Communications in September 2006 (HKTDC, 2009). It was stated in the Plan that 
development of the PRD port cluster relied upon the advantages of the economy, 
trade, finance, information flow and the status as an international shipping centre of 
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Hong Kong, and that the ports of Shenzhen and Guangzhou performed as the main 
ports for containerized cargoes. 
As this regional development plan does not explicitly delineate the scale of the port 
development, it is up to each local government's decision to develop the port and the 
related facilities according to their own needs, assessment and agenda. It is thus not 
hard to imagine that their plans do not match with port development of other cities, 
and even jeopardize the regional development as a whole. For example, Shenzhen 
and Guangzhou are developing a lot of ports within its territory based on their needs 
and investment plans of terminal operators, but most of them are overlapping in 
functions, e.g. Yantian and Nansha ports are both regional ports and still intend to 
increase the number of berths. This leads to duplication of infrastructure. 
Initially, such duplication is not totally bad at all as this means that the number of 
ports and berths provides a lot of flexibility to the shipping companies to gain a • 
larger market share. Over time, over-supply will occur，and some facilities may be 
idle. Eventually, benefits from agglomeration will be lost. 
Duplicated infrastructure is also cost inefficient and increases maintenances costs to 
the government and related operators. Besides, redundant infrastructure occupies 
some land which affects and hinders the future planning of land use，especially Hong 
Kong with limited supply of land. 
In order to solve the problem, both Hong Kong and Shenzhen should plan the 
construction of port and related infrastructure from a macro perspective to avoid the 
risk of over-supply in regional container terminals. With Hong Kong port and our 
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neighboring ports both being gateway ports for South China cargo, it is necessary to 
take into account the cargo handling capacity of neighboring ports in planning Hong 
Kong port and supporting infrastructure facilities, to study the cost-effectiveness of 
further port expansion and, if so confirmed, to establish a mechanism to co-ordinate 
the port development in Hong Kong and Shenzhen with a view to avoid the 
duplication of resources and unnecessary competition. For better regional 
development, better cooperation and communication among these cities is essential. 
6.3 Obstacles on Further Cooperation 
Last section illustrated that Hong Kong and Shenzhen ports have the potential for 
further and genuine cooperation. However, what have prevented them from 
achieving such cooperation? This section demonstrates the five obstacles hindering 
the development of a full and through cooperation, namely (i) different expectation 
between Provincial Government and local governments, (ii) different expectation 
between government and the port industry, (iii) market force (iv) extent of 
government involvement, and (v) different background of the two cities. 
6.3.1 Different Expectation between Provincial Government and Local 
Governments 
The central government has an important role in regional development as it is 
responsible to give green lights to policies relating to port development. Central 
government and Guangdong Provincial Government are actively promoting regional 
development of the Province, in the hope that local governments would follow suit 
so that the regional development would be systematic and under control. For 
example, the Guangdong Province supported the construction of the Hong 
Kong-Zhuhai-Macao Bridge for a long time. However, local governments of these 
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three places were apathy on this construction due to their own interests. In the 
context of regional development, these cities prefer others to compromise while" 
maintaining their own agenda of local development. Such local protectionalism 
hinders the regional development plan. 
Hong Kong and Shenzhen have their own comparative advantages. Both of them 
have the potential to be the major city in the PRD. Although the regional 
development plan announced by Guangdong Government assigned them with 
different positions, the local governments intended to raise their competitiveness and 
compare their strengths with nearby cities. The competition between Hong Kong and 
Shenzhen to be the major port in PRD was well noted in their planning on port 
development. The Hong Kong Government suggested promoting Hong Kong as a 
world class logistics center in Asia. At the same time, the Shenzhen Government 
spent a lot of resources on constructing the Shekou port, Yantian Port and other 
logistics centres to promote Shenzhen ports as the biggest logistics center in 
Southern China. Both Hong Kong Government and Shenzhen Government 
vigorously promoted their own port. Therefore, the cooperation between them was 
superficial with less common interest. 
6.3.2 Different Expectation between Government and the Port Industry 
When formulating development plans, local governments on one hand stick with the 
direction of the central government, but on the other hand they have to be responsible 
to local development. For example, Hong Kong and Shenzhen Governments try to 
cooperate on port development by holding meetings to discuss the possibility and 
prospect of regional port development. Besides the central government and local 
development, Hong Kong Government also has to be responsible to political parties 
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and citizens. Therefore a healthy port policy has to be kept so that the port 
competitiveness is upheld and the employment rate is stabled. The Chief Assistant 
Secretary of Transport and Housing Bureau (T008) pointed out that, the 
responsibility of government is to concern not only the competitiveness of an 
industry, but also its social impacts and the needs of citizens. On the other hand, as 
the terminal industry is profits-driven by private owners, social development is not 
under their purview. As these companies are responsible to their stakeholders, 
regional development, if it is against their investment strategies, is of no concern to 
them. In this connection, while port industry and local governments have their own 
agenda, it is sometimes understandable that their direction of development is 
different. 
6.3.3 Market Force 
In general, terminal operators play a critical role in port development as their 
investment and operational strategies affect the prosperity of ports. In Hong Kong, • 
the private sector plays an important role in the port industry and its related freight 
transportation. All port facilities are financed, developed, owned and operated by the 
private sector. The major services provided by the terminal operators are the loading •• 
and unloading of containers for shipping lines. The terminal operators have a major 
role in the collection of tariffs from the shipping lines that in turn shift their burden 
ofTHCs to shippers. 
Actually, the operators are unwilling to reduce their high handling charges which are 
a stable and huge income. During the interview, one of the representatives of 
terminal operators explained that container handling tariffs in Hong Kong were high 
because, quite different from most countries, container terminals in Hong Kong were 
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wholly owned and operated by private operators who received no government 
subsidies. On the other hand, the lower production cost of nearby ports，such as 
Yantian, was a great threat to Hong Kong. Facing such threat, the Hong Kong 
terminal operators mostly tend to protect their interests and strategic position rather 
than reduce their reliable income, i.e. the handling charges. 
As a result, shipping companies, who are the middlemen between terminal operators 
and shippers, have to pay high tariffs to the operators as loading and unloading cost. 
Shippers, who are import and export trading companies, also have to pay the THCs 
to the shipping companies. Mostly, there is an add-on cost included in the THCs, 
such as the administration cost of the shipping companies. Therefore, shippers 
constantly complain about Hong Kong's high THCs. Shippers feel that THCs are 
high due partly to high terminal tariffs, as a result of insufficient competition among 
a few independent operators and berths. Thus, they prefer to see more competition 
among terminal operators. 
In this case, we can see that terminal operators have diverse investments in the whole 
region and thus performance of individual port is not of great concern as their ” 
customers use various ports under the same operators. Shippers and shipping 
companies are important market players in the port industry. However, their 
influence to the port development is small due to the constraint of the charges they 
need to pay to the operators. The representatives of shipping companies and shippers 
(TO 14 and TO 15) complained that they had little bargaining power in the port 
industry which was not healthy for the port industry development. From regional 
perspective, the operators have too much influence on port development which limits 
the involvement of other sectors on the future planning. 
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The Hong Kong port industry is thus an example of oligopoly as there are only few 
terminal operators. The term 'oligopoly' refers to a market or industry in which there 
is small number of major competitors. In this free market system of port industry in 
Hong Kong, the leading power is actually held by these operators. Therefore, the 
decisions made by the operators have a great influence on the distribution and 
development of port industry. HKSAR Government plays a minor role in the industry 
as it does not have enough bargaining power, compared with the market share and 
inputs of the terminal operators. 
6.3.4 Extent of Government Involvement 
In Hong Kong, the role of the government is to undertake long-term strategic 
planning for port facilities and to provide necessary supporting infrastructure, such as 
roads and dredging of access channels to the facility. The Marine Department is 
responsible for port administration. Its principal function is to ensure safe operation 
of the port and of all Hong Kong waters as well as regulate port in support of Hong 
Kong's role as a shipping centre. The Department also administers the Hong Kong 
Shipping Register. However, as the port industry is market-oriented, the direct impact 
of government on port industry is relatively smaller than that of terminal operators. 
Government intervention violates the free market system in Hong Kong. It may 
induce a lot of problems. For example, government intervention violates the fair 
competition in the free market system. If HKSAR Government builds terminals and 
then sells them at concession to other private companies or adopts the method of 
Build-Operate-Transfer (B.O.T.) to run the new terminal, the new terminal operator 
can charge a relatively low price. It is not fair to other operators in view of the 
different prices. Therefore, most of the operators support the government to uphold 
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the free market system to protect their particular interests. 
Therefore, the HKSAR Government is facing a dilemma in carrying out the strategy 
of regional port development: too much intervention means violation of free market 
and invites criticism from the private sector, keep at bay means fewer initiatives to 
promote regional port development. 
6.3.5 Different Background of the Two Cities 
As Hong Kong and Shenzhen have different backgrounds, extra efforts have to be 
paid for them to integrate and cooperate. Although Shenzhen and Hong Kong are 
both located in the GPRD and enjoy a close economic relationship with each other, 
they have totally different legal systems and economic administration systems due to 
the policy of "One Country，Two Systems". In general, Hong Kong has a free market 
while Shenzhen Special Economic Zone is based on Chinese socialist market 
economy with a certain degree of capitalism. A free market has no economic • 
intervention by the state, except to enforce private contracts and the ownership of 
property. It is the opposite of a controlled market, in which the state directly 
intervenes how goods, services and labor may be used, priced, or distributed, rather •• 
than relying on the market mechanism. Thus, Hong Kong port management is mainly 
controlled by corporation and the government. However, Shenzhen ports are partly 
controlled by the state government. At the same time, the financial system, taxation 
system, company registration system and foreign currency exchange of the two 
places are different. This makes the coordination between Hong Kong and Shenzhen 
more complicated. For example, Shenzhen Government is one of the investors of the 
Yantian Port, while the Hong Kong Government is not. This would be a potential 
problem in carrying out a cross-boundary policy in relation to port development. On 
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the issue of the flow of information, there are even more constraints due to state 
regulation and the difference in the systems of the two cities. The different legal 
systems in Hong Kong and Shenzhen have resulted in greater obstacles for the 
cooperation and integration of the port industries of the two cities. 
6.4 Summary 
Cooperation between Hong Kong and Shenzhen cities is of utmost importance to 
healthy and prosperous regional development. This chapter identified the areas of 
cooperation. However, we can see that the present cooperation is limited and 
superficial by analyzing three levels of players in the port industry. While there is 
potential for ftirther and more comprehensive cooperation of these two ports, there 






This chapter concludes the whole thesis and discusses the major findings. Chapter 
Two provides a brief review of the existing studies on regional cooperation in the 
GPRD, different role of actors on this regional cooperation and Hong Kong port 
industry as a case study to illustrate the relationship between these cities and its 
strategy. Basically, the driving forces on cooperation in the GPRD come from (i) 
Central government (ii) Local governments and (iii) corporations. Non-state actors 
drive regional cooperation through investment and trade flows, while states play an 
essential role in creating a business environment for non-state actors to pursue their 
interests. The development of port industry in the GPRD is thus affected by the same 
driving forces and it does enhance the cooperation between Hong Kong port and its 
surroundings ports as well as the inter-city relationship. • 
Seeing the need for a comprehensive framework, Chapter Three explains the 
rationale for adopting the integrated approach and the research framework. In general, 
regional development is a complicated issue as it involves the comprehensive spatial 
processes. The development and success of regional cooperation depends on a 
number of factors and actors. Indeed, the interaction and negotiation among these 
actors are intense, reflecting the process of cooperation. However, existing study is 
inadequate to understand the conflicts between different actors on cooperation. Built 
on this selective analysis of regional cooperation, existing research is biased towards 
interaction, notably the relations between local governments and central governments 
as well as the growth coalition between local governments. The role of market is not 
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well studied. 
Thus, this study intends to bring in a more balanced perspective of the regional 
cooperation processes by adopting Hong Kong port industry and Shenzhen port 
industry as case study, focusing on the feasibility on cooperation between these two 
port industries and current partnership between them, to find out the dilemma on 
cooperation mechanism between two ports. The research objectives are thus to 
identify the strengths, weaknesses, opportunities and threats on port industries of 
Hong Kong and Shenzhen, the potential for developing cooperation strategy and the 
obstacles on further cooperation under globalization. The major findings are detailed 
as follows. 
7.2 Major Findings 
7.2.1 The Strength and Weakness of Hong Kong Port 
Chapter Four elucidates the port development in the GPRD Region as well as the 
development of Hong Kong port and Shenzhen ports. It gives a general background 
of the GPRD and development of the container ports in the GPRD Region, and then 
briefly describes the development of different ports in the GPRD. In this chapter, we 
found that port development in the GPRD is rapid. The Hong Kong port and 
Shenzhen ports are sharing the same hinterland - the GPRD. Economically, 
competition between the ports in these two areas cannot be avoided. At present, this 
kind of competition is a partial and benign one. It needs a better cooperation between 
different stakeholders to gain a win-win situation. 
By using the conceptual framework as stated in Figure 3.1，Chapter Five investigates 
the relationship between the two ports by first adopting SWOT analysis to evaluate 
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the positioning of Hong Kong port and then illustrating the edge of the Shenzhen 
port for comparison. Hong Kong port has a lot of competitive edges. Hong Kong port 
has good transportation network with mainland China, efficient and reliable port 
services, favourable business environment and professional human resources. It can 
be concluded that Hong Kong port still matches the requirements of the shippers. 
However, the limited physical expansion of port and high costs are limiting the 
development of the port business in Hong Kong. The container throughput of Hong 
Kong is increasing at a decreasing rate. Part of the reasons is the rise of Shenzhen 
port. The implementation of market reform and open door policy, low operational 
costs as well as shorter distance to the production base is definitely edges of 
Shenzhen over Hong Kong. 
Chapter Six further illustrates the possibility of cooperation between the two cities by 
first identifying the scope or areas of cooperation between port industry in Hong • 
Kong and Shenzhen. Based on the characteristics of Hong Kong and Shenzhen ports 
illustrated in the Chapter Five, the two cities are competing and . cooperating at the 
same time. This thesis finds that although certain degree of cooperation exists among 
different players as mentioned above, the current cooperation is a superficial and 
shallow one. Therefore, it is interesting to discuss the existence and then the area 
where further cooperation is required as well as the dilemma on cooperation 
mechanism between two ports by discussing the obstacles of hindering such 
"further" cooperation. 
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7.2.2 The Changing Status of Hong Kong Port Facing the Competition from 
Shenzhen Ports 
Although Shenzhen port was developing rapidly in recent years, and believed by 
many professionals that it would pose a threat to the peripheral port, the author 
thought that this is totally a misunderstanding. It is believed that the Hong Kong port 
and Shenzhen ports have to work together to achieve a coordinated development so 
that a win-win situation for both cities is maintained. It is a kind of division of labour, 
cooperation and supplementary relations for the communal development. 
As Hong Kong implements the free port policy, the customs clearance procedures are 
more efficient than Shenzhen. Except the transaction goods such as narcotics, 
munitions, tobacco and liquor, others goods can pass the customs under a simple 
procedure. Furthermore, the financial system of Hong Kong is better than Shenzhen. 
Hong Kong has no control over foreign exchange, but Shenzhen (domestic) is under 
the foreign exchange control. Thus, it is much more convenient to settle accounts in • 
Hong Kong. 
However, the land price in Hong Kong is very high. Comparing with Shenzhen, the 
construction cost of container terminal in Hong Kong is much higher than Shenzhen. 
As the land price, labour cost and operational cost in Hong Kong are high, many 
industries have been relocated from Hong Kong to mainland China, e.g. Shenzhen 
and Dongguan. Thus, the source pf goods is far away from Hong Kong and the 
transport cost is much higher for long distance transportation. The cost of 
transporting a container from the region，crossing the border to Hong Kong container 
port is 75 percent higher than the cost of transporting the same container within the 
region. This comparatively lower local inland transport cost within the region is 
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attracting many shippers and consignees especially the small enterprises with less 
transported cargo volume, to have their shipments directly from ports in the PRD; 
Even though Hong Kong has a better customs clearance and tax system, its high 
transport cost is a weakness for future development. 
Admittedly, although the labour cost and operation cost is very high in the Hong 
Kong port, but Hong Kong still has advantages in goods quantity, scheduled flight 
number, customs efficiency, foreign exchange and information communication as 
well as managerial talent. The status of Hong Kong being an international shipping 
center can definitely be maintained. Although the operation cost and other related 
costs are lower in the Shenzhen port, but in terms of customs procedure, financial 
system and human resource management, Shenzhen port still has a long way to go to 
reach the standard of Hong Kong. Therefore, these two ports should join efforts and 
cooperate together to enhance the prosperity and future development of the region as 
a whole. • 
Hong Kong port and Shenzhen ports are sharing the same hinterland - the PRD. 
Economically, competition between the ports in these two areas can not be avoided. 
Facing the increasing competition from Shenzhen ports or other ports in South China, 
Hong Kong port needs to look for new growth area where it can retain advantages to 
continue expanding the container base and to maintain sustainable port development. 
For example, Hong Kong should improve its river and road connection with Western 
PRD as containers from the Western PRD transported by barges can offer Hong 
Kong new opportunities. On the other hand, it needs a better cooperation between 
different stakeholders to gain a win-win situation. Hong Kong and Shenzhen as a 
co-opetitive alliance can strengthen both partners against outsiders. Considering the 
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strategy from regional perspective, there are benefits from economies of scale. Hong 
Kong should take advantages of the information, infrastructure and port management 
resources that are already available, while Shenzhen should contribute to the alliance 
with its lower operation cost. 
The port development of Hong Kong and Shenzhen is only part of the regional 
development and cooperation of the GPRD. There are obstacles hindering further 
development as indicated in the previous chapters. So what are the possible 
directions of strengthening regional cooperation between the two cities? 
7.2.3 Possible Directions of Strengthening Regional Cooperation 
- Cooperation between cities is so far similar to port cooperation which involves 
different stakeholders and it is difficult to compromise all their expectations and form 
a common goal. A mechanism of cooperation is needed, but so far there is no clear 
timetable and concrete action for regional development. The government is thus • 
urged to focus on the root causes of problems and take initiatives to solve them. 
First of all, it is important to set up a common strategy on regional development to 
motivate the cooperation among different actors. The central government should 
understand the competitive advantage of the GPRD Mega-City Region and set a 
clear and complementary role for cities in the GPRD. With the same mission and 
interests, it is easier to motivate the cities to form consents on future development. 
In addition, the government can use the arrangement of policy and the promotion of 
cooperation principle to encourage the enterprises to get their interests under the 
development of regional cooperation. The enterprises in the GPRD have good 
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connection with each other. The involvement of the enterprises can help to form a 
comprehensive, complementary and strong cooperation relationship in the region. 
Last but not least, enhancing communication among different levels of governments, 
corporations as well as other actors in the society could help on incorporating all 
their expectations and form a common goal. Under the one country two system 
direction, central government may not be suitable to intervene the policy 
development of local governments, but it can still take a coordination role, relax the 
policy restrictions and put more resources on regional development. Besides, local 
governments should recognize their supervisory responsibility and take concrete 
steps to enhance communication among different stakeholders. The government 
should take a role to facilitate the discussion on cooperation by focus groups, annual 
meetings and international meeting. It is therefore expected that after further 
communication among different sectors and more cooperation efforts taken by the 
local governments, both Hong Kong and Shenzhen can take advantages of the 
fast-growing economic and industrial development in the PRD. 
By establishing the above cooperation mechanisms, it is hoped that long-term 
cooperation in the GPRD region between the two sides is promoted and business 
opportunities and scope for development are jointly opened up. 
To sum up the whole thesis, my study fills the gap on the under-researched 
understanding on the conflicts among different actors on regional cooperation. It uses 
Hong Kong and Shenzhen ports as a case study to illustrate the relationship between 
cities and their strategy. This study brings in a more balanced perspective of the 
regional cooperation processes by using the port industry of Hong Kong and 
104 
Shenzhen as case study, focuses on the feasibility on cooperation between two ports 
and current partnership between them, and finds out the dilemma on cooperation 
mechanism between two ports. It mainly studies the port industry by investigating 
the views of port industry professionals and governments and the interaction of 
different actors. This study serves to illustrate the importance of the issues and future 
planning. This study can help to understand the inter-city cooperation, the difficulties 
of cooperation between Hong Kong and other cities in the GPRD. 
7.3 Further Research 
There is a close economic relationship between the PRD and Hong Kong. This thesis 
only focuses on the relationship between Hong Kong and Shenzhen. To study the 
regional cooperation within the GPRD or in other regions, it is meaningful to take a 
look at the current situation in different sectors in addition to port industry. The 
interaction among cities can also be found between other cities in the GPRD, such as 
Shenzhen and Guangzhou. To fully understand the process, difficulties and needs of • 
city cooperation, further research on the relationships between other cities in the 
GPRD region is needed. Future strategies in the region are other moot points for 
future study. •‘ 
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APPENDIX ONE 
QUESTIONS TO INTERVIEES (IN ENGLISH) 
For Terminal Operators 
1. What are the obstacles of Port development in Hong Kong? 
2. To what extent, does the growth of Shenzhen port affect the Hong Kong port? 
3. Do you think that Hong Kong Port and Shenzhen Ports can be integrated and 
cooperated? 
4. The competition of different Terminal operators in the PRD is benign / malignant 
one. Is it affecting the logistics development in HK? 
5. To what extent should the government involve in the port development in the 
PRD? 
6. Should HK maintain or enhance Hong Kong port, e.g. Container Terminal 10? 
7. Do you have any suggestions for maintaining the competitiveness of Hong Kong 
port? (the role of different actors: terminal operators, HK government, 
Guangdong government, shippers, shipping Line, etc.) . 
For Shippers/Shipping Companies 
1. Why do your companies choose to invest in Shenzhen and build a logistics 
centre? 
2. What are the influences of Yantian Port Free Trade Zone? 
3. What are the edges and prospect of Shenzhen logistics Port development? 
4. What is the trend of port development in Hong Kong and Shenzhen? 
5. Do you think that Hong Kong Port and Shenzhen Ports can be integrated and 
cooperated? 
6. Do you have any suggestions for maintaining the competitiveness of Hong 
Kong port? 
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For Government Representatives 
1. Will growth of Shenzhen port affects HK port? 
2. Should Hong Kong maintain or enhance Hong Kong port? 
9 
3. Does Hong Kong government play a strong role in Hong Kong port 
development? 
4. Do you think that Hong Kong Port and Shenzhen Ports can be integrated and 
cooperated? 
5. What is the co-operation between Shenzhen and Hong Kong port? 
6. If Hong Kong port is declined, will it affect Hong Kong economy? 
7. Do you have any suggestions for maintaining the competitiveness of Hong 
Kong port? 
For Scholars 
1. Do you think that port industry is a cooperation area between Hong Kong and 
Shenzhen? 
2. What are the difficulties of regional cooperation between Shenzhen and Hong 
Kong? 
3. Do you think that Hong Kong Port and Shenzhen Ports can be integrated and 
cooperated? 
4. Do you have any suggestions for maintaining the competitiveness of Hong 
Kong port? (the role of different actors) 
5. What are the edges and prospect of Hong Kong logistics Port development? 
6. Should HK maintain or enhance HK port? 
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APPENDIX TWO 
LIST OF INTERVIEWEES 
Code Job Title Date of Interview 
TOO 1 Manger of Shenzhen Kerry Yantian Logistics November, 2007 
Co., Ltd 
T002 Staff of a warehouse company in Shenzhen November, 2007 
T003 Driver of a logistics company with business on November, 2007 
both Hong Kong Shenzhen 
T004 Human resources manager in terminals November, 2007 
(Yantian) 
T005 Commercial Services Manager in terminals . November, 2007 
(Yantian) 
T006 Human resources manager in terminals 1 O^h November, 2007 
(Hong Kong) 
T007 Management Associates in terminals 1November , 2007 
(Hong Kong) 
T008 The Chief Assistant Secretary of the Transport November, 2007 
and Housing Bureau 
T009 Representative from an environmental November, 2007 
conservation organization 
TO 10 Scholar in Hong Kong Institute of Asia-Pacific 1November , 2007 
Studies 
TOl 1 The Executive Director of HKCTOA November, 2007 
TO 12 Local Citizen in Hong Kong 1S^*" November, 2007 . 
T013 The President of Jardine Shipping Services 26出 November, 2007 
TO 14 The Country General Manger(Hong Kong & 26th November, 2007 
China) of Untied Arab Shipping Agency 
company (Hong Kong) Limited 
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LIST OF INTERVIEWEES 
TO 15 Manager of a shipping line company November, 2007 
TO 16 Representative of the Hong Kong shipper's November, 2007 
Council 
T017 The Vice Chairman of Hong Kong Policy November, 2007 
Research institute Limited 
TO 18 Manager of a trading company 1December , 2007 
T019 Consultant of a Supply Chains Company 1December，2007 
T020 Student majoring in geography (Asia-Pacific December, 2007 
Studies) 
T021 Hong Kong businessman in trade industry January, 2008 
T022 Representative from an environmental March, 2008 
conservation organization 
T023 Vice President in Relationship Management of March, 2008 
a commercial bank in Hong Kong 
T024 Representative of a container terminals March, 2008 
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